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Dear Shri Hanumanthaiya, 

I have the pleasure to present the Report of the 
V7orlcing Group on Small Scale Sector. This Group was set 
Up by the Administrative Reforms Commission on 31st Julj'’, 
1967. The terms of reference were wide enough; so the 
Group have tried to cover different aspects of this 
important sector of our econOT^r, The S^all Scale Sector 
had been under study on different occasions by different 
bodies including the Estimates Committee of the Parliament, 
which sulanitted a three volume report in 1965-66, 

The Group have tried to concentrate their attention 
mainly on the administrative aspect of the Shall Scale 
Sector. Certain policy decisions have been made about the 
importance of the small scale industries both in the 
Industrial Policy Resolution of 1956 and in the different 
Plan Reports, But yet some of the fundamentals rega3miing 
the small scale industries have not been properly 
implemented, vje have tried to bring about these points 
and have suggested some administrative measures so 
that the policy enunciated regarding this sector pa.y" 
be properly implemented. 



I havo to put on record my personal appreciation 
of the sesnrices rendered by the Members of the Grot?). I 
do not like to mention t^Sn individually. It has been a 
misfortune of the Group that they have net been able to 
get much help from Shri K.M# Mdranl, I»A.,S,, on account 
of his pre-occupation with other works • Ho had to leave 
th3 Administrative Rofoims Ccatimission and the Group fen* 
some other assignment abroad, 

I should pel’sonally put on record ny appreciation 
of the service rendered by Shri D J), Basu, Secretary to 
the Group, His knowledge on the subject and the devotion 
with which he has worked have been of great help for 
the Group, 

The Members of the Group would be happy if the 
suggestions put forward in the Report are implemented and 
thereby the problems of the Snail Scale Sector are 
satisfactorily solved. 

Thanking you. 


Yours sincerely, 



(AJ3, GUHA) 


Shri' K, Hanumanthaiya, 

Chaiimah, 

Aclministrative Reforms OOnaiission, 
mi DSIHI. 
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RSrOKT OF THE WRKING GROUP ON SMALL 
SCAIE SECTOR SET UP Bi' TH’? ADI-HNISTRATIVE 
REFORMS-GOtflCtSSION 


I, INTRODUCTION 

1*1 The AdmirdstrativTB Refonts Coimnission had set up 
a VTcrking Group on Small Scale Sector on 31-7-1967 with the 
f ollowing ohj e c tive s in view t - 

(i) to examine the efficacy of the several 
steps taken by the Central and 1iie State 
Governments for the encouragement of the 
Small Scale Sector* 

(ii) to suggest a clear demarcation of 

responsibilities between the Central 
Government and the State Governments so 
as to remove organisational bottlenecksj 

(iii) to indicate the proper role and functions 

of the Central Small Industries Organisationj 

(iv) to suggest an appropriate organisational 

pattern for providing the various inputs like 
financej raw materials, etc, to the small 
scale sectorj and 

(v) to examine the possibility of providing 
legislative protection to the small scale 
industry* 
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The Working Group was constituted as follows t- 

1, Shri A.C. Guha, 

No,6, Kotla Lane, 

New Delhi. Chairman 

2, Shri A.G, Kulkami, M.P,, 

86, Shahjahan Road, 

New Delhi. Member 

3, Dr. J.N. Thadani, 

)j 3 Sundar Nagar , 

New Delhi. Member 

If,. Dr. P.C, Alexander, 

Joint Secretary, 

Ministry of Commerce, 

Udyog Bhavan, 

New Delhi. Member 

Shri K.L. Nanjappa, 

Development Commissioner 
(Small Scale Industries), 

Nirman Bhavan, 

New Delhi. Member 

6, Shri K.M. Mirani, 

Deputy Secretary, 

Administrative Reforms 
Commission, 

New Delhi. Member 

1.2 Shri D.D. Basu, Director of Economic Investigation, 
Office of the Development Commissioner, Small Scale Industries, 
New Delhi, acted as the Secretary of the Working Group. Shri 
K,M. Mirani could not serve as a member of the Group till the 
end, as he left for Manila on a U.N. job before completing the 
work of the Group, 

1 o3 The first meeting of the VJorking Group was held on 


11-8-67 to discuss the terms of-reference and also the procedure 
of business to be adopted by the Working Group. It was felt 



that the main thrust of the investigation and recommendations 
of the T-Torklng Group would energise the present machinery for the 
operation of tlie Small Industries Programme and make concrete 
suggestions for strengthening the administrative and institutional 
set-up-concerned with various aspects of development of small 
scale inc'itstries. It was clarified that the idea in appointing 
the ''-'orking Group was to study the administrative tools and 
techniques for the development of small scale industries and the 
study of contents of particular programmes would be necessary 
only to see the efficacy or otherwise of the methods adopted. 

The consensus of opinion in the Group was that the problem.s were 
numerous and vast and that it was necessary to limit their 
attention primarily to organisational issues concerning the 
administration of the small industries development programme, 

1 .It The Group agreed that the respective role of the 

National Sm.all In''’ustries Corporation and tlie Small Industries 
Extension Training Institute, Hyderabad, in the entire Small 
Industries Programme and their relationship i-dth the Organisation 
of the Development Commissioner (Small Scale Industries) should 
be examined with a view to making such recommendations as would 
enable them to function effectively and make a more significant 
contribution to the development of small scale industries in the 
country. 





II- JRZl/IEW OF SM/ILL IKDUSTRES 

" -- 

2*1 Tho psTogramnio of dovclopwcnli of smsM scalo industries 
has been accardod a hi^h priority in tho successive Five-Year 
Plans of India, both for economic and social reasons. Small 
scali industries have boon accorded an important place in national 
plannj.ng efforts as they create immediate employment on a largo 
scalo at a relatively small capital cost, moot a substantial part 
of tho increased demand for consumer goods and simple producers’ 
gooods, lacilitatc mobilisation of resources of capital and skill, 
which mr'ght otheri'jiso remain inadequately utilised and bring about 
integration of those industries id-th tho rural oconony on tho one 
hand and largo scale industry on the other, Tho Industrial Policy 
Resolution of 1956 states - "They (small scalo iniustries) provide 
immediate large scalo omplcymentj they offer a method of ensuring 
more equitable dontribution of mtional incesnOo" The Resolution 
also refers to their avoiding some of the problems that ui^lannod 
urbanisation tends to create, V/ith improveraonb in tcchrd.quo 
and organisation, these industries offer possibilities of gi'owing 
into an efficient and nrogressivo decentralised sector of 
tho economy providing opporturd.ties of work and incemo all over 
the country. 

2,2 Before Independence small scale industries in India 
occi: 5 )ied an almost insignificant place in tho national economy. 
There wore very few modern small scale enterprises and the small 
industries sector consisted mostly of unorgan5.scd units including 
household units engaged in tho manufacture of arts and crafts 


with the aid of sfeplo hand tools i The Central Govoi^mcnt 
started taking active irrtorost .^n t"ho dovolopmont of snail seals 
indusfrics during tho Second World >^ar• In 19h7 a Conference on 
Industrial Devoloptient was held, Tho Conference stressed tho 
necessity of organised developwent in the field of small scale 
indus'crios and in pursuance cf its reconsnondations, tho Cottage 
Irdustries Board was set up as an advisory body, 

2o3 The importance of small scale industries was also 
underlined in tho Industrial Policy Resolution of the Government 
of India dated 1116 6th April, l9i;8# In view of the diversity of 
problems relating to the vairious groups in the small scale sector, 
tho Cottage Industries Board recommended separate organisations 
at the Centre for the promotion of each such group cf industries. 
Accordingly, five Boards were set up during the period 19^2-53 
for Handlooms, Handicrafts, Coir, Silk and Kbadi and Village 
Industries, 

2 ah During the First Five-Year Plan peidod, modern small 
scale industries had not yet emerged as a distinct cemiponent of the 
Industilal sector and they were taten to include both traditional 
industrias like handloom weaving, manufacture of utensils, etc,, and 
industries which were using machines operated by pcjwor. The typo 
of items produced by such small scale industries included leather 
shoes and various leather goods, packing bosces, brushes of all 
types and tin and steel boxes, locks, etc, Tho enterprises 
established during tho Second World War to moot ossentially 
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dofoncG needs formed a nucleus of nalern small industries and 
were assisted to taice to now manufacturing xines after the War. 

2«^ The development of the modern small industries sector 
which meant the rise of a system of production with the help of 
machines and power received an impetus from the recommendations of 
thu fi:' st International Planning Team which visited the country 
in 19^3’^h through the courtesy of the Ford Foundation. The 
Tca.'n*s major recornsnerdations concerning the setting up of four 
Rogiorcl Institutes of Technology for small industries (Small 
Industries Service Institutes), a Marketing Service Corporation 
and a Small Industries Corporation (National Small Industries 
Corporation) wore accepted by the Governmori; in Juno l9$h» It 
x^as considered advisable for the Central Govornmont to assume 
responsibility for the planning and co-ordination of the basic 
programmes of development and with this end in view an all-India 
Board known as the Small Scale Indistries Board was set up in 
Nevember 19^1; with the Union liinistcr of Industries as the 
Chairman for the over-all planning, co-ordination and development 
of small scale industries in the country. The Board comprise 
Central and State Government ministers and officials, representatives 
of the Reserve Bank of India, State Bank of India, State 
Financial Corporations, and of various organisations concerned 
with small scale industries plus a number of non-officials 
repa’csenting trade, industry and o'ther interests. In ardor to 
carry out the programmes and policies of iiao Govornmont of India 



for the development of small scale industries, a Central 
Organisation known as the Organisation of the Development 
Commissioner (Small Scale Industries) also came into existence 
simultaneously to function both as a co-ordinating and 
executive agency. One very important activity of this 
Organisation is to provide consultancy service both technical 
and managerial to small industries through its network of 
Small Industries Service Institutes, Branch Institutes and 
Extension Centres at the State level, to bring about con¬ 
tinuous improvement in the productivity of small scale 

enterprises. The National Small Industries Corporation was 
set up by the Government of India in with the Object of 
supplying machinery and equipment to small enterprises on a 
hire-purchase basis and assisting them to execute Government 
orders for the supply of various items and stores, 

2..6 It was with the re-formulation-of the Industrial 

Policy Resolution of 1956 that a systematic programme was 
introduced for the sustained development of modern small scale 
industries. The policy recommended that such serious handicaps 
of small scale producers as lack of technical and financial 
assistance, unsuitable working accommodation and inadequacy 
of facilities for repair arri maintenance should be removed 
progressively to increase the efficiency of the small 
industries sector as a whole. The Resolution, while 
recommending differential taxation and direct subsidy, 
puts its main stress on improving 'competitive strength of the 
small scale producers'. It also urges that the "technique of 



producuion- should bo constairbl^^ improved and moderrased«i- The 
Secorxl Plan recognised the importance ox small scale sector for 
obtaining increased supply of consumer goods and reducing 
unemployment and stressed the importance of introducing schemes 
to enable the small scale ind.ustrialists to compete on level 
terms withi largo scale units through a continuous improvement in 
prcductivitj;", In pursuance of this objective the Small Industries 
Assistance Programme uas drax^n up by the Government to offer such 
facilities as supply of macliinery on hire-purchase, factory spo-ce 
in industrial esta-tes, participation in Goverrcient Stores 
Purcliase on a preferential basis, supply of liberalised credit, 
etc,, in addition to measures for raising the technical 
managerial level of small scale industries. The expenditure 
Incurred in the Second Five-Year Plan on the development of small 
scale industoies xiras ni,5o»57 crores, Diu’ing the Tliird Five-Year 

Plan, the "objectives of the small scale industries development 

■mere 

prograiTimey' *js(i) 'i^o improve the productivity of the xvorker 
and reduce procnction cost by placing relatively'' greater 
emphasis on positive forms of assis'tance, such as improvement 
of skill, supply^ of tcch:-d.cal advice, better equipment and 
credit, otc.j. (ii) to promo’te the groivth of industries in 
rural areas and small toxms and (iii) to promote the development 
of small scale industries as anoillaries -to large indus’bries. 

Two significant measures taken during the Third Plan period to 
give positive encouragement to the small scale sector to talce 





up manufacture of complax and sophisticated industrial items 
were (a) the adoption of the phased production programme as 
Tjell as the common production prograime in engineering and 
non-enginoering industriesj and (b) reservation of certain 
items for development in the small scale sector. The outlay 
proposed for the Third Five-Year Plan was Rs. 11 3*96 crcres. 

The total expenditure during the Third Plan was, however, only 
Rs.88,85 crores, 

2.7 It will not be an exaggeration to say that small 

industries sector in India has been transformed over the last 
10 to 12 years from a sector dealing mainly with traditional 
industries operated with simple hand tools into a modern 
industries sector based on a system of production with the help 
of machines and power. The small scale sector is at present 
manufacturing a wide variety of consumer goods and also simple 
producer goods which are comparable in quality and more or 
less competitive in price with the products of the large scale 
sector. The capability of the small scale sector for 
producing sophisticated goods has been amply demonstrated 
during the last two emergencies when small producers were 
able to pool their resources to manufacture precision parts, 
components and stores which were urgently needed to strengthen 
the defence effort of the country. The efficiency of the 
small scale sector can be easily seen from the fact that the 
small scale enterprises account for almost the entire production 
of items like clinical thermometers, bifurcated rivets, paper 
pins and clips, Masuring (cotton) tapes, mechanical toys. 





spind.la i:ns 3 rts, rUsa anpouli^s, pXr^.ctGr board, wood v/ool, pcnco.! 
^iarp 3 iicD?s^ha±r. c]^ chaUc cirapons^. artistes coLovus, otc* 

Their contribution is over 50 per cjirt in itoris lite electric 
irons, viiro nootins ^'•^d wire nesh^ rolling shutters, gun riotal 
bushes, shoe ‘baclcs^ piclcing sticks, barbed \rxrOj polythene tuoing, 
machii 33 screws, iiphostory coil springs, hair pins, saoo eyelets, 
stapling machines, ball bearings, fountain pens, spectacle frame, 
pressiir cookers, metal cl^id si'/itcbjes, etc^ 

2#8 The dGvelop'.ierrt of small scale industries, particularly^ 

in metal products (e:ccept machinery), has been the most rcrnarlr.bl3 
as they have accounted for nearly 6o per cent of the total factoiy 
production. Also, in the field of non^ngincering industi'ies 
like chemicals, particularly paints and dy^s, j^stxcides and 
plastics, tli 3 achievement of the small industries sector has 
been qui'bo commendable. Tlie sector is poised for notable 
advance in more sophisticated fields Ulco electronics and electrical 
measuring instruiieuts, tiiemo-pla sties ai'id movimfacture of precision 
scientific instrameirbs. 


2#9 Snail scale industries have also developed a number 

of items such a,s a5r filters', brake linings, gaskets, engine 
valves, oil soals, voltage regulators, emulsifiers, tos’fc..ng 
meters, audio oscillators, electx’olytic condensers, ti.iing relays, 
thermostats, etc. which Tjero hitherto importer into tno country. 
They have thus been able to make a signifo.carro contra out ion to 
conserve foreign exchange through import substitution. 



2,10 It would b?. pertinent to mention that accordins to tha 
Annual Survey of Industries carriod out by the Central Statistical 
Or.^anisation, the small scale registered factories contributed 
more than half of tlie total factory output in canning and 
preservation of fruits, confectionaries, distillation and 
rectification of spirit, cotton and woollen knit wares, garments, 
leather tannin-, and finishing, leather products, metal products 
and miscellaneous photographic and optical goods. The percentage 
share of the aforesaid small scale industries in the gross output 
of the total factory sector during 1960-63 is indicated belowt- 

Percentage share of 
Registered small scale 
Industrjr factories In the total 

—^gross output of the 

entire factory sector 


1, Canning & Preservation 

of fruits 65 

2, Confe ctio ne rie s 75 

3, Pistillation, Rectification of 

spirit 60 

U, Cotton and Woollen knit 

weai^s 9U 

5« Garmsnts and other wearing 

appara Is 88 

6, Leather tanning and finishing 57 

7. Leather Products 77 

8 , Ifetal products (except machinery and 

transport equipment) 57 

9. Miscellaneous photographic and 

optical goods 95 


2,11 It will be worthwhile to give some key statistics of 


production, employment, etc, to help appreciate tha achievements 
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of the small scale industries in recent jrpjars. Small Scale 
enterprises belonging to both organised and unorganised sectcrs 
were estimated to have contributed Rs»1178 c"ores to the national 
income of the country as against n 3 *ll 5 U crores by the large scale 
industries in 1963-6U* They also accounted for an estimated 
canployment of 2.70 million workers out of a total industrial 
employment of ^.33 million in the same year. The above estimates, 
as already mentioned, include both the small scale units registered 
under the Factories Act and also the household units. However, 
taking on3y small scale units registered under the Factories Act, 
into account it may be mentioned that they were responsible 
for marly 35$^ of the total factory employment and about 30% 
of the aggregate gross output of all registered factories in the 
country. Being relatively labour intensive, this sector 
is helping the solution of an important social ^Droblem - growing 
unemplcyment of the working force. The total number of small 
scale enterpirises registered x^ith the Directors of Industries 
up to t e end of December I 967 , stood at 1,20,000 but it 
is estimated that there are nearly 2,^0,000 additional small 
scale units outside the household sector, which are yet to 
be registered with the State Directors of Industries. 

2.12 It is also necessary to assess the performance of 
the small scale industries sector in i*elation to its contribution 
to the nation’s economic groi^th, Up-mo-dato statistics 
relating to the entire small industries sector, including the 
organised and unorganised segments, are not available but a 
fairly good idea of the contribution of tho different sectors. 





ieSc 'ill, ined±Liin,a»d large can be had from the f oUrwlng dnta 
based on the-AnnOal Survey taf Industries I 96 J. 

Estimates of total emploscwnt investinent 
and production in factories in 1963 • 



Small* 

Medimr® 

Large£ 

' Total 

1, Number of factories 

Ul,85l 

2,063 

1,293 

U5,757 

2* Porsc-^s employed 
(No-.- ^u.llions) 

l,li 62 

0*658 

1.956 

U.116 

3* Fixed capital 
(Rs * Crbres) 

257.3 

231.7 

2,672*2 

3161*2 

Gross output 
(Rs* Crores) 

1,681.2 

9^9*5 

3,125a 

5755*8 

T/'alue added by manu¬ 
facture ( 1 ^* Crores) 

303*0 

217.1 

929.2 

lWt9*3 


* Factories owning fixed assets upto a^ including Rs«5 lakte, 

@ Factories owning fixed assets over Rs*? lakhs and including 
lakhs. 

£ Factories oivning fixed assets over lakhs* 

(Source: Annual Survey of Industries, 1963) 

2cl3 It will be seen fron the above table that the large scale 
sector xvhich accounted for as much as 8^^ of the total fixed 
capital, contributed nearly 61^ of the value added by manufacture 
and provided nearly U8^ of the total employment* But the small 
scale sector accounted for 3^^ of the total factory emplqymeab 
and nearlv 30^ of the aggregate gross output with only 6$ of 
tie total fixed investment* Based on the Annual Survey of 






Induatries carried out by the Central Statistical Organisation, 
the estimates of fixed investment,.gross output and net value 
added by manufacture by the small scale sector units which come 
under the purview of the Small Scale Industries Board for 1960-6^ 
has been indicated below:- 

Particulars regarding number of units, 
fixed investment, gross output and net 
value added by Small Scale Factories, 


Year 

Number of 

Fixed 

Employment 

Gross 

Net value 


units. 

ifr,T3stment 


output 

added' by 



(Rs, in Crores) 


manufacturers 





(Rs 0 

in Cr<^os) 

i 960 

20,902 

126 

817 

635 

169 

1965 

26 , 7^3 

207 

919 

1216 

253 


2,m It will be seen from the above figures that the small 
scale industries covered by the Small Scale Industries Assistance 
Programme recorded a growth of about 2Q% in respect of number of 
units during the period l960-^5. During the same period employment 
had increased by about 20^j the actual share of the small scale 
factory in 196 ^ in total employment was nearly hO^, Tie investment 
in fixed assets recorded an increase of during the same period 
and the ^are of these small scale units in the total fixed 
investment of the industrial categories in question was about 
9 per cent* The gross output of the small scale units showed 





an incr?asG of about .91^ during that period and the latter's 
share in the total factory output was a little over 29 per cent. 
There was also increase in the net value added ty manufacturers 
to the extent of pfr cent in 1965 over i 960 , although the 
percentage shar^ of the small scale units in the aggregate net 
value added by manufactures, both large scale and small scale, 
in the industries in question was about 22 ^ 

2^15 The data given above clearly show that,the small scale 

sactor has certainlj'" been growing in terms of absolute increase 
in the number of units, employment, etc, Thera has been a 
slight Os-crease in the percentage share of the small scale 
factories in the total production of the registered factories 
sv'ctor for the industries in question during 1960-65,- but this 
d*^cline has been largely due to factors or forces be 3 't)nd the 
control of the small scale sector. One major handicap under 
vihich tlie small scale enterprises had to function during the 
period related to shortage of imported raw materials and scarce 
indigenous categories, which resulted in considerable under¬ 
utilisation of capacity. This has also been responsible for the 
under-utilisation of the Third Plan financial outlays, as only 
a little ovnr 76/0 of the finance allotted vms utilised, 

2,16 Actual estimates of the contribution of small scale 
industries as d^'fined for the purposes of the Assistance 
Programr,ie to National income is not available as no 
survey has been carried out separately for this sector 





for purposes of estimation of national income. However, certain 
estimates have been worlced out indirectly cm the basis of data 
available frera the Central Statistical Crganisation to provide 
a reascmbly good idea of the contribution made by all small 
scale factories coming under the Small Scale Industries Assistance 
Prograinmo (including registered and noiwogistored units). These 
estjjnates have been given belonjj- 

Gonbribution b y Small Scale Enterprises 

Income 


Year Small Enterprises coming under 

the Small‘Industries Assistance Groirth Bate 

r r og i^ ammo» ___ 

Rc^. units Non~houso!iold 

under the ' U!iits but not Total 

Factories Act. registered under 

the Factories Act, 

(Figures in Rupees Croros'i 


1960-61 

169 

280 

hh9 


19656 

2^3 

380 

673 

kis 


2.17 The above estiiiates show tlcat the average rate of 
increase in the contribution of small enterprises to the national 
income during the period of five years I960-6I to 1565-^6 was 

8 per cent per annum, which is quite significant, 

2.18 The foregoing analysis clearly brings out the impressive 
growth achieved by the small scale sector of the industries coming 
under the Small Scale Industries Board, Tliey also indicate 





tiTe TOot un-bapped potential for growth v/hich can be realised 
in future years# It will be extrbmol^’’ appropriate in this 
connccti.on to quote the observations of tiie second International 
Planning Team which is still applicable to .the situation prevailing 
in the small scale sector today - “Small factarios, even excluding 
units not registered under the Factories Act, contribute a 
surprisingly large share of India's manufacturing output today,” 
Their share of the output of different industries shows that 
small plants have established a broad base of operation in 
important modern producer goods, particularly in metal products 
(except machinery and transport equipment # Starting from a small 
base, they have gro\-m rapidly showing significant relative rates 
of growth, although in absolute terms thqJr contribution to national 
income lias not gone 15 ) -substantially, 

Budget Allocation for Small 

iFnofus try B'eveTopmenb 

2.19 The conclusion xjhich can be legitimately drawn from the 
foregoing analysis is that larger allocations of resources to the 
small scale sector would have resulted in substantially increased 
employment opportunities and national inccane and also led to more: 
balanced industrial growth# But it appears that over the last 
two Plan periods there has been steadily declining allocation 
of resources for the development of small scale industries, 
particularly at the State level# It x^lll also be se^ from the 
note prepared by the Planning Commission entitled "Prioid.ty Accorded 
to Village and ^mall Industries in the State Plans” (please see 
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Appendix l) that funds earmarked by the Centre under specific 
small scale industries schemes has, been div'^rnted by the States 
for other purposes. The diversion of funds generally takes the 
form of shortfalls in the small industries sector for one reason 
or another, the unutilised funds being deployed els^^^hero. However, 
tha main reason for the shortfall leading to diversion of funds 
for other purposes appears to be the according of lower priority 
to village and small industries programmes vis-a-vis other plan 
programmes of the State Governments. It will bo pertinent to 
mention that in the Third Plan period, while in, other sectors 
like education, health, agriculture, transport, power, etc., 
the approved Third Plan outlays v;ere considerablj’' exceeded, in 
the small scale sector there was a shortfall of about 2 T%» 

2.20 The continuing declim in the share of the small scale 
sector in the State Plan allocations over the successive Plan 
periods will be evident from the figures of expenditure incurred 
on them as percentage to the total expenditure on all progrsmimes 
in the State Plans. The Note of the Planning Commission referred 
to earlier clearly reveals that the percentage of expenditure 
incurred on Village and %all Industries decreased fran 3*9^ 
in the Second Plan to 2.1^J in the Third Plan, In terms of 
annual porcen'bages, the figures have declined from 2,9,^3 
in 1961^2 to 2,1^ in l 96 f?- 66 , in the first tt-io years of the 
post Third Plan period, the decline has been even larger as the 
corresponding percentage is around 1.6^ only. 
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2*21 


2.22 


2*23 


Tlus-^jrour'-caiiriot but-viei fbh ddssatis.fflotioii 
the practice of the..StatoS; to util5ire the allocation 
for small scale an4 viliLage industries for other 
purposesthrough diversion of funds. To the caxtent 
that funds allocated for small scale industries 
programmes are diverted to other Uses, there is bound 
to be slotting down of progress in the sphere of 
small scale industries. 

The Group are firmly of the opinion that in 
view of the definite and distinct role assigned 
to the snail scale sector in the industrial 
dovolopmont of the country and the contribution 
of the sector to the growth of industrial 
production and enployment opportunities on a 
substantial scale, allocations carraarloed for small 
scale industrios should not bo utilised by S'tatos 
for other purposes. Even if any diversion beocsnes 
unavoidable, such diversion of funds should not be 
effected except with the prior approval of the 
Centre. 

Apart from the unhealthy practice of diversion 
of funds fron the small industrios sector referred 
to above, ilie deminishing share of the small scale 
sector in the State Plan allocations indicates a 
tendency to rogard the small scale iixlustries as 
a non-priority sector, but the Group are convinced 
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that tills tendency •vrould lead to a dilution of 
the social and economic objectives of planning as 
mentioned ear Her, including creation of quicker 
and substantial employment opportunities at relatively • 
small capital cost, reducing disparities of income and 
ensuring an equitable distribution of national income, 
mobilisation and utilisation of local resources of 
capital and skill, stimulation of local ontreprorEurship 
and promotion of integrated agro-industrial development, 
etc Tte Group, therefore, consider it very necessary 
for all State Governments to give high priority to the 
small soalo industries sector in the State Plans, 

2,2U The Group feel that the tendency on the part of 

a large number of States to allocate a diminishing 
proportion of the State Plan outlay to the small scale 
industries sector has been partly due to the availability 
of Central assistance to different States in the foira 
of loans.and grants on a iri-dely differing basis. It 
will bo xjorthwhilo to quote from the Estimates Committee 
Beport of on the Organisation of the Development 

CcKTimissioner (Small Scale Industries) regarding allocation 
of Central Assistance which states as follows 

•The Committee note that, during the Tliird Fifth 
Year Plan jDeriod, the proppress of expenditure on the 
small scale industries programmes in the different 
States has been determined very largely by the 



quantum of Cantral assistance in the form of loans 
and grants, sanctioned to a State, For instance, in 
Mysore and Rajasthan where the percentage- of Central 
assistance to the Plan outlay is relatively low (31,08 
per cent and 37,2 per cent respectively), the parentage 
of shortfall in Plan ex^nditure is vary high- (63,82 per 
cent and 58,6l pr cent). On the other hand, in Madras, 
which has received Central assistance to the extent of 
89^71 pr cent of its Plan outlay, there is not only 
no short all, but the actual expnditure is litely to 
exceed the Plan target by about 1b,l pr cent,” 

It would appar from the figures of Central 
Assistance -to States (loans and grants) during the 
Third Plan priod, given at Appndix II, that flow of 
Cantral assistance to States has varied viidely leading 
■to great disparities in the IjbvpIs of actual expnditure 
for the actual development of small scala industries 
among the various States, But the Group feel that 
to reduce the existing dispritias in the levels of 
industrial development between States, the proprtion 
of Central assistance should be higher in the case of 
less developd States, Similarly, the division 
of Central assistance into grants and loaiis should 
give due weightage -to the less developd Sta-bes, 
so that the allocation of grant is higher in their 
case as comjjared to the mors advanced States, 
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IH. INDUSTRIAL POUCY 

Industrial Polios’- Resolation 19^6 
3.1 The Industrial Policy Resolution of 19^6 is the documenb 
laj>i.ng down directive principles of State Policy regarding 
development of industries - large, medium and small. It may be 
mentioned in this connection that the Policy Resolution does 
not deal with the small industrios sector separately but refer to 
the cottage; and village and small industries as a combined category. 
It will be worthfrjhile to quote the extracts from the Industrial 
Policy Resolution, which have a bearing on the planning and 
development of small scale industries. The relevant paragraphs 
a3X) given below 

"The Government of India vrould stress the role of 
cottage and village and small scale industries in the development 
of the national economy. In relation to some of the problems that 
need urgent solutions, they offer some distinct advantages. They 
provide immediate large seals cngjloymont; they offer a motiiod of 
ensuring a more equitable distribution of the national income and 
they facilitate an effective mobilisation of resources of capital 
and skill which might otherwise remain unutilised. Some of 
the problems that ui^lanncd urbanisation tends to create will be, 
avoided by the establishment of small scentres of industrial 
production all over the country,” (Para 13), 

'•The State has been following a policy of supporting 
cottage and village and small scale industries by restricting 
the volume of production in the largo scale sector, by differential 
taxation, or by direct subsidies, li/hile such measures will 


continuo to bo tal<enj whenever necessary, the ajjn of the State 

policy will bo to ensure that the ^.ecentral-! sod sector acquires 

sufficient vitality to be self-supporting and its development 

is integrated with that of largo scale industry. The State will, 

iiiprovB 

therefore, concentrate on measures designed to the cott 5 )etitive 

strength of the small scale producer*. For this it is essential 
that the technique of production should be constantly improved and 
modernised, the •■)aco off trandRrmation being regulated so as to 
avoid, as far as possible, technological unemployment. lack of 
technical and financial assistance, of suitable x-/orkirg accommodation 
and inadequacy of facilities for repair and maintenance are among 
the serious handicaps of small scale producers, A start has been 
made with the establishment of industrial estates ard rural community 
v7orksflops tn make good these deficiencies. The extension of rural 
electrification and the availability of power at prices vjhich the 
v/orkers can afford id.ll also be of considerable help. Many of 
the activities relating to small scale production will be greatly 
helped by the organisation of industrial co-operatives. Such 
co-operatives should be encouraged in evoiy way and the State 
should give constant attention to the development of cottage and 
village and small scale industry,'* (Para lU). 

Implementation of Policy 

(a) Differential Taxation, Subsidy, etc , 

3*2 It would be useful to discuss the extent to which the 
rec(Mn«ndations regarding restrictions on tiio volume of production 
in the large scale sector and adopting of fiscal moasuros such as 


dlffoi’cntial taxation and direct subsidies have been implcaucnted in 
practfoa* As regards differential taxation and subsidies, it may 
bo said inat the grant of subsidies has boon restricted gcnorally to 
traditional industries lilo handicrafts, handlooms, etc# and not to 
small scale industries usir^ machine and povrea*. In the matter of 
levy 01 0 :ciso duty, there has boon some differentiation based on scale 
of production, number of worloers onployod, quality of the production, 
size or di:ucnsion of the product, etc. but the rate structure is 
not specifically designed-to favour small scale industries For 
instance, the exemption of excise duty on low-cost radios priced 
belovx R 3 « 165 /- favours the buyer in lower income groups but not 
necessarily the small manufacturers, as both largo and small scale 
units are undertaking the production of low-cost radios. It may be 
added that new largo scale units have to utilise of their 

installcd-capacity for the production of such .la/-cost^radios. It 
may bo further mentioned that" on "table, cabin, pcdos"tal and carriage 
fans not exceeding 22 o 5 ems*, there is no excise levy, but on 
coiling fans not exceeding Uo,6 ems* the excise duty is Rs*7»5 per 
fan plus 20^ special excise. In the case of soap manufacture, there 
is complete exemption fron the excise duty in regard to units 
not Using power or steam in its processes. This exemption benefits 
village soap industries but does not favour sntill scale units 
which may be using power or s"toam to achic"vx) higher productivi"ty. 

As sta"tod earlier, the levy of excise du"ty has tended to favour 
units of smaller size in a number of cases, but it cannot bo 
said that there has been any conscious attempt to use differential 
ra"tos of excise lo"vy to encourage the grot/"th of small scale 



industries as such* Where lower rates of levy have bean linked 
to size or dimension or price of the product, the benefit has been 
derived by both large scale and small scale producers in proportion 
to their coniribution to the total manufacture of these products* 

(A note on the levy of excise duty on several manufactured goods is 
given at Appendix III), 

Restriction on Volume of Production 
• ^n lar ^ s caTe se cfer : ' ' 

3*3 In pursuance of the statement in the Industrial Policy 
Resolution to restrict the volume of production in the large scale 
sector in order to develop the small scale sector, the principle 
of demarcation of spheres of production between the large scale 
and small scale sectors was adopted in the Second Five Year Flan, 

The Flan also stated that for building up of a decentralized 
sector within the limits of technical possibilities, demarcation of 
spheres of production could be of material assistance to small units 
which were either competitive with large units in the manufacture of 
particular articles or could be integrated with large units 

in terms of stages of production or manufacture of 
ancillary parts. It was also suggested that the policy of 
non-expansion of capacity of large sc^le industries, should be given 
effect to, subject to the condition that production in small units 
cMDuld be oi^anised effectively to take advantage of the larger 
market and to avoid shortage of goods. In applying the policy. 
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tho need for review from time io time in the light of changing 
economic conditions x^as stressed in the Plan* It was, howcfverj 
emplTasiood that such devices as non-expansion of capacity of largo 
scale inlushrios and demarcation of spheres of production betxjecn the 
largo scale and small scale sectors were only measures to afford time 
and opportunity to the small scale sector to gain the necessary strength 
to dev lop on i'ts own and represented only a part of the totality of 
the action to be taken for the sustained development of snell scale 
industries* 

Demarcation of spheres of Production 

of Sm'lX and la’rg^s^ale sectors 

3*U During the First and Second Plans, spheres of production 
of ana'll scale and largo units were demarcated in tho case of some 
industries such as cotton textiles and agricultural implements. In 
a fov? other industries such as bicycles, sewing machines and 
storage batteries, separate targets of production x/cre laid doi^n for 
tlie large scale and small scale sectors after estimating the 
requirements of the country* But despite tho en 5 )hasis laid down 
on this common production programme in the First and Second Five 
Year Plans and the importance gix''cn to it in the Industrial Policy 
Resolution, the progress achieved in this regard has boon negligible. 

In respect of three items, namely, storage batteries, bicycles and 
soviirig machines, there was some increase in production in both 
tliD large scale and small scale sectors, but it cannot be said 
that tho progress had been satisfactory. 
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3*5 The Third Five-Year Plan while emphasising the need of 
closer integration between small s<\ale and ].',rgo scale sectors, 
suggested that "in each branch of industry, with a view to planned 
development, it is essential to take a comprehensive view of the 
requireUKjnbs of the community, contribution that snail scale 
industries can make in relation to large scale industries and 
the extent to vrhich processes and stages of production could bo 
decentralised", 

3*6 In pursuance of this lino of thinking fifteen specific 

industries vjqvq selected for being considered for the formulation 
of common production programmes, but in actual fact the matter 
was nob pursued to its logical conclusion, so as to lay doim 
targets of production fetr industrial units in the largo scale 
and snail scale sectors of these industries. Therefore, the 
intention of the framers of the Industrial Policy Resolution 
to provide a degree of preference or assurance of market to the 
small scale industries tlirough demarcation of spheres of production 
for the largo scale and small scale sectors was not realised in 
practice• 

3*7 Tto objective of promoting integration of the small 
scale and largo scale industries sectors was further sought to 
bo achieved through the develcpment of ancillary relationship 
between the large scale and small scale units. The Second Five 
Year Plan while en^shasising the doveloixnent of small scale and 
ancillary units nrantioned that this required close co-ordination 
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botwoon largo scale and small scalo soctors. One ijnportant cordition 
for tho success of ancillarics as envisaged by the Second Five-Year 
Plan wc-s that tho purchase of articles and parts from the small scale 
industries would bo sjjocifioally provided for xirtiilo planning tho 
production programmes of. largo units* But despite Government’s 
declared policy to encourage establishment of small scale units 
as ancillarios to large undertaking, very little progress was 
achieved* 

3o'3 In tho Third Five-Year Plan also particular stress was 
laid or securing closer integration between snail scale and largo 
scale units over a wide range of industries and development of 
small scale enterprises as ancillary units in those fields, but, as 
obsoi'vod by tho Estimates Committee (1965-66) vide para Ul, pages 
51-52 of tho 106th Report of the Committee, beyond .reiterating 
tho need for developing ancillarios in tho successive Five Year 
Plans, no serious effort appears to have boon made to impl 3 ncnt tho 
idea or oven to formulate a realistic policy aimed at producing 
conoroto rovsults. Tho pattern of industrial verticalisation in 
largo firms, both in public and private sectors- which is a 
bariier to the emergence of small scale ancillary units - continues 
to baffle the attempts to create a strong and vigorous ancillary 
sector * It would, therefore, seem that by and largo the programmes to 
achieve integration had failed, 

Rnsoi-vation of items for Exclusive 

!& ^olopii^~'r^ in 'the' ~3ma'll Scale Sector 

3*9 In -ttie Draft Outline of the Fourth Five-Year Plan, it 
was clearly stated, in view of tho experience gained in tho x^orking 



of tho Common Production ?l*ogrammcs^ that those programmes by 
themselves did not and could not provide adequate operational 
basis for the ctevolojmenb of the smll industries sector as a whole. 
It ijas^^therefore, mentioned that fca:* building a strong and 
decentralised sector in modern industries, boiii structurally and 
locaticnally, adoption of a firm and clear approach was necessary. 
In India's econcmic conditions, it was suggested that apart frean 
positive measures of assistance to increase productivity of the 
small scale sector, exclusion of largo scale operation, whether 
in tiTC private or in the public sector, frjmi such fields ov areas 
of production whore a high cbgree of mechanisation did not confer 
any decisive advantage, was urgently called for • 

3,10 In pursuance of this lino of thinking nearly $0 items 
were selected and reserved for exclusive development in the small 
scale sector, Hovrever, the effect of reservation of items for 
development in the small scale sector has been largely nullified by 
the progressive dolicensing of industries and tho general 
stipulation that large scale undertakings.in scheduled industries 
with capital investment in land, plant and machinery not 
exceeding Rs* 2 ^ lalchs would be exempted frcxn tbe licensing 
provisions of the Industries (Developnent & Regulation) Act. 

In furtberanoe of the Government policy that controls should bo 
liberalised, 11 industries were granted exemption from the 
licensing provisions bi the Act on May, I 966 , 2 more on 
20th July 1966 , followed by 29 more on Ihth November, I 966 . 



Very recently, ioe. on 7th February, I 966 , one more industzry 
was granted sdmilar exemption. Although it has been stipulated that 
the exemptionw ould not bo applicable to industrial units of certain 
types to safeguard the interests of anall and village industries, 
this docs not really benefit snail scale industries, as the 
excluded industries, viz, coal, powerloom, roller flour milling, 
oil seed crushing, vanaspathi, leather and matches arc largely 
outoidti the scope of the small industries developnent programme. 

3.11 The Group strongly feel that while there has 
been awareness of the need for strengthening the small 
scale sector by reserving areas of producldon whore 
largo scale operations are not considered to be of 
any distinct advantage, a number of actions have been 
initiated by the Govornmenb of India to exempt more 

and mere industries from the operation of the Industries 

(Development A Regulation) Act, so as to encourage the 

development of largo and medium undertakings in such 

industries in a free and unfettered manner. These two 

lines of action have posed a contradiction in thinking 

and planning and resulted in a lot of uncertainty being 

introduced in the p)olicy for the development of small 

scale industries, 
are 

3.12 The Groupjj^efinitely of the view that iliore is 
an urgent need for clearly defining the national 
policy for the development of small scale industries. 

The specific clauses in the Industrial Policy 





Fiesolution 1 9^ concerning small scale industries 

have not led to clear and concrete action and the 

reference to the combined category of cottage, village 

and small scale industries in the Policy Resolution 

has created difficulties about the implementation of 

the Policy in regard to the modern small scale 

industries as the requirements of such industries and 

those.of village and cottage industries have undergone 

changes and are substantially different at present. 

Basic Principles for a New Small 
Industry Policy 

3.13 The Industrial Policy for the development of small 

scale industries should clearly affirm the priority 
nature of industries in the small scale' sector in view 
of its potential for creating employment opportunities, 
stimulating entrepreneurship in middle and lower middle 
classes of society and bringing about a more equitable 
distribution of income and wealth. It is of the utmost 
importance to ensure healthy growth of the small scale 
sector, not only to accelerate the industrial and 
economic progress of the country, but also to provide 
a broader and economically and socially more justifiable 

industrial base. 

Allocations of resources for the development of 
small scale industries should be based on the assessed 
requirements of this priority sector and should generally 
be proportional 'to its contribution to the total 
industrial production and employment in the country. 
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3,15 


3,16 


3.17 


Apart from the positive measures to ircreaso the 
productivity of small scale industries, it will be 
necessary on the part of the Government to identify 
and eannark specific areas or fields of production and 
processes for exclusive production in the small scale 
sector, Cased on the proved competence of small enterprises 
to undertake the production in the designated fields. 

The Group fool that if deHcensing of industries 
is consido3*ed desirable frcmi the point of view of 
general industrial development of the country, such 
dolicensing under the Iiriustries (Development & 

Regulation) Act should not be undortalcen without carefully 
considering its impact on the development of small 
scale industriosj and all such industries or fields 
of production as are tochn3.cally and economically 
feasible, within the limits of fixed investment for 
the small scale sector, should be excluded from the 
delicensing programme to prevent nevj largo scale 
undertakings from coming up in an unrestricted 
manner in those fields. 

Priority of consideration should bo given to the 
modernisation of the small industries sector by 
supplying the needed equipment and machinery on an 
instalment credit basisj also necessary stops 
should be taken by Governnent to ensure the supply 
of scarce raw materials to the small scale enterprises 



3.18 


3.19 


3.20 
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on an oquitablo basis and to neet the credit 
requirements of different types through appropriate 
institutional arrangements. 

In view of the need for a healthy and oo-ordimtod 
growth of -ttie large scale and small scale industries 
sector, the developnent of largo scale undertakings 
should b.o planned with due regard to the development of 
small scale sector in the samq.industries* In licensing 
large scale undertakings, the heeds and capabilities 
of the small scale sector should be fully kept in view; 
licences to largo units nay be granted only after 
excluding facilities for manufacture of parts, con^ononts 
and sub-assemblies which can be oompotorAly produced 
by small scale enterprises in the country • 

Large scale producers of technical raw materials 
and intermediates like aluminium sheets and circles, 
x^ires, basic plastic materials, etc. should not be 
allox-^od to produce the end-products such as, aluminium 
utensils, wire products, plastic goods, etc which 
should be gsnorally left to the small scale sector, 
subject to technoM3conomic feasibility* 

State Governments who are primarily responsible 
for the developienb of ssJnall scale industries and 
implanentation :of various specific small industry 
programmes should ensure conplianco that the 
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natioml policy and objectives relating to the 
dovolopiiient of small scale industrSes and tal® timely 
ccxrrcctive action to prevent short-Jalls or deviation 
from planned targets or approved programmes# 

The promotion and development of small industries 
on a dispersed basis is an important objective of 
developmental policy, but small industries by themselves 
cannot be expected to initiate the process of industrial 
dispersal beyond the metropolitan areas. As such, 
comprehensive development schemes should be initiated 
on an integrated basis in selected areas and centres 
to provide infrastructure and related facilities together 
v/ith critical inputs for the sustained development of 
small scale and other industries in semi-urban centres 
which can serve as the focal points of agro-industrial 
development. 



IV, ROLE AID FUI'DTIOIS OF THE ORGANISATION 
OF THE DEVELOPMENT COMCESSIONER (SMiVLL 
Sa4LB IIDUSTRIES) AID GOORDIIPiTION BST- 
VIESNTHE STAT-ES-AID THE CENTRE. 

U»1 The Industrial Policy Resolution of 19^6 had underlined 
♦ the need for a small industries development programme to ensure 
that the small scale sector could acquire sufficient vitality 
to be self-sustaining. For this purpose, it was considered 
ossontdal that tho techniques of production of small scale 

J 

enterprises should bo constantly improved and modernised and that 
such scric'is hardicaps of small scale producers as lack of technical 
and financial assistance, inadequacy of facilities for tooling and 
testing, unsuitable working accommodation, etc. should bo removed 
progressive 3y to increase tho efficiency of tho small scale 
sector as a whole. 

U,2 To fulfil these basic objectives and on the strength 
of t!"^ recommendation ;of the International Team of the Ford 
Foundation on Snail Scale Industries in India, an Organisation 
headed by tho Development Commissi oner (Small Scale Industries) 
was established in Delhi hy tiie Government of India in I9^k 
with four Regional Institutes in four metropolitan cities of 
Calcutta, Delhi, Bombay and todras. This Organisation was 
subsequently expanded from December 19^8 and ono Small Industries 
Service Institute was established in each State, including one 
in Delhi, Presently there are 16 Small Industries Service 
Institutes, $ Branch Institutes and 65 Extension Centres and 
Production-cura-i'raining Centres at various places of concentration 
of ^11 industries in the States, The list of Extorsion Centres 
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ani Training-cum-Production Centres is given at Appendix IV, 

U»3 The main functions of the Organisa+ion of the Development 
Comm:lssion3r (Small Scale Industries) are as follows:- 

(i) Industrial Extension Service 

(ii) Co-ordination 

(iii) Small Industry Planning and 
Development, 

The Industrial Extension Service run by the Organisation of the 
Development Cor.imissioncr (Small Scale Industries) forms the core 
of the Small Industries Development Programme administered by the 
Orgard sa bion. The provision of the extension service is done 
through a network of field organisations consisting of Small 
Industries Service Institutes, Extension Centres, Production-cum-Training 
Cont-ros, Common Facility Centres, etc. As mentioned earlier, the 
total nimbor of technical officers of various grades and trades 
sanctioned for the entire Organisation can bo seen at Appendix V, 

An Orgajeisation Cliart is also attached to show the distribution 
of the technical staff to the DCSSIO between the headquarters and 
the various Small Industries Service Institutes and Branch 
Institutes (Appendix VI), 

UttU The important ingredients of the Industrial Extension 
Service are the followings- 

(i) Technical Advisory Service 

The Technical Officers of the Institutes and Extension 
Centres give advice to the small industrialists on the proper 
techniquos of production, use of raw materials, plant lay-out, 
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seloction of machinery and equipment and quality control. They 
also help'in rosolvjjig operational problems and defects in tte 
working of the machinery of small plant owners and also give 
advice regarding mechanisation of processes of manufacture and 
adoption of now items for production to help small units cJlvorsify 
their production lines, A noto-<TOrthy feature of this service is 
that the Technical Officers are continuously on the move visiting 
workshops and factories in their'areas and giving technical 
assistance and guidance on the spot^' The expcjrbs also advise pecigle 
on scales of operation, sisses of plant and choice of techniques for 
sotting new units. 

(ii) Workshop & Laboratory Facilities 

The Institutes have certain well equipped workshops with 
modern machines for demonstrating improved .workshop practices# They 
are supposed to servo the need for disseminating knowledge of new 
methods, new machines and new techniques # Another important service 
rendered by the workshop is to'provide common service facilities 
and tooling facilities, although to a limited extent. 

(iii) Preiaration of Designs & Drawings 

oi! mch'iros and 'for iF^jisViod Piquets 

The Design Cell sot up for this purpose which is located 
in the Small Industries Service Institute, Now Delhi, prepares 
improved prod.uct designs by studying the consumer demand, function 
values, aesthetic appeal and manufacturing capacity of the small 
producers• 
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(iv) Man agordal and Tochnical Trainliig 

Short».tonn training courses are organised by the Small 
Indistrios Service Institutes, covering Important fields of 
industrial managemenb to build up entrepreneurship and management 
ability for the further grwth of small scale industries. Managerial 
training is in^sarted to small industrialists and/cr tivoii’isgpervisory 
potu-'niiel. Apart from managemenb training, regular and ad hoc 
training courses in various technical trades are conducted by SISIj 
and S'c' .nsion Ceni^res for artisans and supervisors, etc, to in^Drovo 
tlrvji* existing skill and broaden their areas of competence. Tliese 
courses include Process Orientation Course, Product Orientation 
Course, Blue Prinb Reading Course, etc, 

(v) ?f:inagomont .Consultancy Service 

The Small Industries Scrv’^ico Institutes offer management 
consultancy soivice to small entrepreneurs. The service aims at 
guiding and assisting Small p3ant mrors on various management and 
technical problems oncounbered by them, after an over-all assessment 
of the working of their enterprises. This function is intended to 
support the technical assistance activities of tlio fcrganisation 
through in-plant consultancy, 

(vi) C onduct of Ind^is trial Surveys in 
&ele'ctecl Industries & Ai'or.s and 
Prevision of Economic Information 

The Organisation of the Development Commissioner (Small 
Scale Industries) through its various Institutes conducts surveys 
in specific industries to assess their scope of development. The 
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Area Ibtential Surveys are conducted to determine the industrial 
growth:-potential of Elected areas and to prepare industrial 
development programme for such areas. Survey assistance is also 
given to th-. State Ehnk of India to facilitate the flow of credit 
to small scale industries under their liberalised schema of giving 
financial assistanop to small scale enterprises. 

The Organisation also undertakes »arl<nt research to 
assist small seal.; units to promote sales of thoir products and 
also to identify the product lines which have sound marketing 
prospects for new small scale units, 

(vii) Preparation of Technical Plant 
G uide St l-lo & I S chn'mas^ 'e tc ~,~~~"'' 

The Organisation of the Development Commissioner 
(•Imall Scale Industries) also brings out Technical Bulletins, 
Technical Plant Guides,Feasibility Studies, etc, to provide 
essential technical and economic information regarding input 
requirements, scale of operation, sizes of plant and general 
profitability of selected products lines to help the prospective 
ontrepren-’urs in making their investment decisions. 

It,!? It will be seen from tlia above that the major aim of 
setting up of th;-; Organisation of the Development Commissioner 
(Small Scale Industries) is to give direct technical advice and 
assistance to small scale units so as to increase their technical 
and managerial, competence to enable them to compete with large scale 
units through a oontinuous improvement in their productivity. 
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But the technical advisory service being rendered 
by the Smll Industries Service I"3titutcs and Extension 
Centres at present has become outmoded and the technical 
expertise available with the ©rganisation is considered 
quite inadequate to deal with the emerging problems and 
tlie chanfting need pattern of the small scale sector. The 
Group xifould like to emphasise that vjhon the Organisation 
was first established, the pattern of technical 
assistance to be rendered by the Organisation was 
determined with duo regard to the industrial ipattorn 
prevailing then. The staff recruited and the machirery 
and equipment purchased for the Extension Centres were 
adjusted to meet the requirements of the small scale 
industries at that time« The Group regret to note 
that over the years the cadre of technical experts has 
been xveakened on account of frequent loss of experienced 
and qualified experts due to lack of prospects. Many 
exports vjith long experience in extension work left 
the Organisation in quest of bettor prospects and 
the resultant vacancies had to bo filled with jurior 
and comparatively'’ ine:cporionccd s’taff, as experienced 
people wore not attracted by the scales of pay attached 
to ’the posts. This has been "very unfortunate in •view 
of the steady increase in the level of "technology of 
the small scale sector as a •vdiolo and orien’tation of 


the now small scalo units •bowaixis manufacture of 



sophisticated and precision products. 

U.7 The number of experts in the Development Commissioner's 

Organisation has also suffered reduccion in recent years 
because of administrative reasons which were beyond the 
control of the Organisation. It may be mentioned that 
20 posts of Assistant Directors and at least one post 
of Deputy Director lapsed in 1966 as they had been lying 
vacant for a period of six months or more. The main 
reason for the posts remaining vacant was the difficulty 
faced by the Union Public Service Commission in recruiting 
candidates in time. This difficulty was in part due to 
the lower salary which pi*oved unattractive to the 
prospective candidates. But the net result has been a 
reduction in the strength of experts available to the 
DCSSIO for running the industrial extension service. 

It has thus been practically impossible to increase the 
coverage of the units brought under the Assistance 
Programme. 

Reorientation of Technical 
Advisory Service 

li .8 It has already been mentioned that the nexir orientation 
of small scale units to sophisticated- lines of production like 
electronics, electrical measuring instruments, thermo-plastics, 
plastics and other petro-chemical based products have substantially 
altered the nature of technical advisory service required by 
modern small scale units. But the expertise available with the 



Devolopmont Comnissionor >s Orgc-nisation is proving utterly 
inodequato to moot tlie growing and changing rcquiromenbs of the 
small scale industries sector for technical advice and guidance. 

It should to mentioned in this cormoction that there id-ll be 
tremendous increase in tlie country by 1970-71, in the production 
of major plastic raw materials, such as P»F, Moulding Powder, Urea 
Formaldehyde Moulding Poijder, Polyester Resins, Polystyrene, 

PVC Rosins and Compounds, Low Density Polytlione, High Density 
Polythene, Cellulose Ace'bate Moulding Powders, In addition to 
the basic rav; matcri^'-ls mentioned above, technical materials Hlce 
Methyl Ifethacrylate, E:.'Oxy Rosins, other Urea Rosins, Nylon, which 
are being imported at present ^-dll also be available indigenously 
by 1970-716 The tremendous scope for e>cpansion of the plastic 
com^ersion industry can bo gauged from the increase in the 
supply of plastic raxij materials, as indicated .above, Indigenous 
plastic processing capacity vn.ll have to be increased several 
times so as to cope vjith the demand for plastic products including 
both household items and industrial items by 1970-71, It should 
bo mentioned that even at present there are about two thousand r.; 
registered units in the small scale sector vjith a processing 
capacity of about 30,000 tomes. They account for about 50^ of 
the total production of plastic goods in the countrj'’. This 
coupled x^ith the fact that a number of plastic conversion items, 
as detailed below, has been reserved for exclusive development 
in the small scale sector lends special urgency to the proper 



planning and developmenb of the small scale sector of the Plastic 

Conversion Industry;- 

Plastic Processed Products Reserved 
for the i^:all Scale tfector 

(3.) Bottle caps, buttons, lamp-shades, etc, produced 
by the ccanpression moulding technique. 

(ii) Polythelene films with a thickness of less than 
0,1 mirie and products from the film such as bags, 
etc, (excluding heavy duty bags and multi-coloured 
printed film and bags)• 

(iii) Plastic articles manufactured from plastic 
sheets, rods or tubes by the fabrication 
technique excluding the tedinique of vacuum 
forming, 

(iv) Blcw-moulded cohtairers and other •similar 
products man'ofacturcd by the blow-moulding 
technique (except for captive use and change 
over existing units manufacturing metal 
containers to plastic containers), 

(v) Spectacle frames from shoots by fabrication 
technique or injection moulding, 

(vi) Manufacture of polyster sheets for buttons 
and the processing of the sheets so produced 
to manufacture buttons, 

h.9 The massive agricultural programme in the Fouriii Plan 
period will require huge quantities of formulations of pesticides, 
insecticides, etc, including several new formulations particularly 
suitable for local crops. In t'ne case of one pesticide, i.e, BBC, 
the estimated requirement of capacity in the small scale 
sector is 12,000 tonnes. Some of the pesticides will have to 
bo made under controlled conditions and will, therefore, require 
intcncivo technical assistance fran the DCSSIO, 



1-ulO The other growth industries which are of very great 
importance to the economic development of the country in general 
and to the small scale industries in particular are the electrical 
equipment and measuring instrument and electronic industries. 

There will be excellent scope for expansion of small scale 
enterprises for the manufacture of fractional horse power motors, 
integral horse power motors upto the range of 10 HP, Distribution 
tj'pe transformers (upto the range of l5o KVA), manufacture of 
VIR, PVC and other cables, switch gear and control gear (upto 11 KV), 
along with motor starters. It has been estimated that by the end 
of the Fourth Plan the demand for electric motors will be of the 
order of ii,6 million H.P,, out of which sizable percentage will 
be in the field of fractional horse power and integral horse power 
motors upto the range of 10 HP, which can be successfully and 
competently manufactured in the small scale sector. It has been 
further estimated that ly the end of the Fourth Plan period the 
demand for power and distribution transformers will be mo3r8 than 
trebling itself offering substantial scope for creation of capacity 
for distribution type transfonners in the small scale sector. 

The p3rasent production is 5.01 million KVA for both power and 
disti'ibution type transformers as against an estimated demand 
mxlli n KVA ty the end of the Fourth Plan period. 

As regards VI.',, PVC and other cables, the demand for the items 
ty the end of the Fourth Plan has been estimated at il|,oo million 
core yards. Since the production in the large and 





small scale sectors at presonb hardly exceeds li 90 million core 
yards, there is scope for creation of substantial capacity for 
this item in the small scale sector. In addition items like 
domestic electrical appliances (which have boon reserved for the 
small scale sector), electrical measuring instruments, for which 
the demand is likely to increase by 200 per cent at least by the 
end of the Fourth Five-Year Plan would offer substantial scope 
for the expansion of the small industries sector* 

'Itvll In the field of electrical components there are at 
present about 100 small scale units manufacturing ca^citors, 
resistors, transformers, potentio meters, connectors, loud-speakers, 
etc* Also small scale units have successfully manufactured 
instruments like Ocilloscopc, EH Ifeter, Transistor Tester, MUlti- 
Hetors, etc* In the field of electronics, the small scale sector 
has so far played a subsidiary role; but there is no doubt that, 
based on their experience in manufacturing electrical components, 
the anall scale enterprises x^ill be able to make a rapid progress 
in the development of electronics. It has been estimated by the 
Bhaba Cemmittoe that the country will require electronic equipment 
worth about Rs.300 croros per annum by tho end of 1971 as against 
the present production of t' ic order of Rs,28 *5 croros • There will 
thus be very groat scope for small scale manufacturers to make 
accessories and sub-assemblies for the sophisticated typies of 
electronic equipment. It should bo mentioned that tho demand for 
electronic components in the country is estimated to increase 
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frcm oi'oi^s only at present to about Rs*8U ororos by 1975« 
Further, a decision has been taken to create additional capacity 
of 1«2 million receiver sets per annum in the small scale seottsr 
as against a total additional capacity of 2*U million sets per 
annum in the whole country by the end of 1970-71* Similarly, in 
the field of manufacture of television sots, nearly a third of 
the capacity has boon earmarked to two consortia of small scale 
industries and furbhor creation of capacity in the small scale 
sectoi will bo taken up for consideration in the light of tto 
Gxporienoo gained by small scale units in the manufacture of 
TV sots* 

i(.11(a) From the estimates and figures given above, it will be 

clear tiiat liiero is an urgent need of overall plannir^ for the 
dcvolopiEnt of electronics and electrical oquipmont and measuring 
itistrument industries in the small scale sector and Tor rorrfering 
intensive technical assistance and guidance to small inc3.ustrialists 
who have the inherent capability of successfully operating the 
schauQ for the manufacture of such equipment and components* 

The Group strongly feel that there is an 
imperative need to strengthen the Organisation of the 
Development Commissioner by the addition of top level 
exports in regard to the progressive industries like 
thermo-plastics, electrioal equipment and measuring 
instrumorts, electronics, scientific and precision 
instruments industry, etc* 



tU7i- 


U 9 I 2 It has to bo mentionod that the maj-ority of the 

State Governments are almost ontiro^iy dopondenb on the 
help provided by the Central Small Industries Organdsation 
throu^ the Small Industries Service Institutes in rendering 
technical assistance to small scale industries* Although 
a number of State Governments have sot up their own 
technical uings, they are totally deficient in expertise 
in sophisticated fields like electronics, thermo-plastics, 
etc. But it has not been possible fexr some other States 
even to make the small beginning. Therefore, the main 
brunt of sui>plying advanced technical assistance has to bo 
taloon up ty the CSIO. But, if the Organisation of the 
Development Ccnimissioner (Small Scale Industries) is to 
strengthen itself by the addition of high level experts, 
particularly in noi^ grojth industries, it has to -be 
divested of the responsibility of providing c^ortiso 
in common basic trades like smithy, carpentry, metal 
finishing, forging, aiding, heat treatanent, etc, which 
they have boon dealing xaith sinso inception of tho 
Programme, 

Ii,13 Tho Group are glad to note that some action has 

boon initiated in this behalf and that immediately 
8 Extension Centres are proposed to be handed over to 
tho State Governments, The process should be expedited 
as there are as raaiy as. 50 Extension Centres belonging 
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to primary trades mentioned above, which should be 
handed over to the States, The State Governments 
should develop their technical wings in regard to 
the basic tradesj and the facilities and machinery 
and equipment which are at the disposal of the 
Organisation of the Development Commissioner (Small 
Scale Industries) should be handed over to the State 
Governments to help them provide technical services 
for basic trades, 

U»lU The Group would also like to malcc it clear that so 

far as the Organisation of the Development Commissioner 
(Small Scale Industries) is concerned, it should also 
shod ihe activities like provision of workshop facilities 
relating to engineering industries whoi’o tlioso are 
available frem other sources in the small scale sector 
itself. This is to say that as facilities are developed 
by other agencies on a commeis^ial basis, it w-ould be 
appropriate on the part of the DCSSIO to gradually 
withdraw from the field so as to encourage the private 
or/a*;d State Government agencies to develop their 
facilities to the full. Such an action would help the 
Government to release resources for more important tasks 
in the service of small scale industries. 

h»JS A reference has boon made earlier in the report 


to the constitution of the Small Scale Industries Board in November 



for planning and co-cjrdinating ttio basic programmo of 
development of small scale industries at the national level. In 
196 ^, it-was decided to split up the Board into two - one a 
Policy maldng Board, called the Small Industries Board consisting 
largely of Union Ministers and State Industiy Ministers and a 
number of selected officials and non-officials, and the other, 
an Imploriontation Ccanmittce called the Small Industries Official 
Level C-“unittee, consisting of officials and non-officials* Th3 
idea behind the bifurcation was that the Policy leaking Board 
would bo ooncorned only with the major policy issues and questions 
connected with the development of small scale industries. The 
Official Level Committee constituted under the Chairmanship of 
the Secretary, Ministry of Industry, Government of India, would 
foil017 up the recommendations of the Policy Making Board to 
ensure early and effective implementation of the same. 
h»l6 It was intended that the Policy Making Board would 
meet twice a year and that the Official Level Committoo would 
meet more frequently. It has, however, not been possible for 
the Small Industries Board to meet more than once a year. The 
Official Level Canmittee since its constitution in I966 has 
met only twice and, therefore, the frequency of the mooting of 
tliis Committee hcis not been higher than that of tlio main Policy 
Making Board, Secondly, it has not boon possible to observe a 
lino of demarcation between policy and non-policy questions as 
the same ndt'of qfieations and problems have come up for 
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disoussion bofcrQ both "tho Srnall 3c.o.l.o Indusbrios Board and tha 
Official Level Commit too* Tho bifurcation of the Board nut- 
boon justified in actual working and has not 1&.1 to moro intensive 
discussion on policy questions in tho Small Scale Industries 
Board or moro effective folloi^-up of the recommendations of tho 
Board by tho Officir.1 level Committee. Tho Group have been 
infenmod that from 19 $^ to 196 $ the Small Scale Industries Board 
vias meeting three or four times a year and that it had proved 
very effective in those years both in the formulation of important 
policies regarding doveloimient of small scale industries and in 
securing implementation of the same. Tho present practice of tho 
Official level Committee and tho Small Scale Industries Board 
meeting separately once in txjelvo months has not turned out to be 
useful for tho sustained development of small scale industries. 

The Smuill Scale Industries Board lias lost some of its effectiveness 
duo to the bifurcation and long inter'/als boti'roen two meetings, 
I1..I7 Tho Group strongly feel that it is desirable to 

revert to tho old system in which tho Small Scale 
Industries Board used to meet regularly at least 
three times a i'oar. It is not necessary to have 
a separate Official Level Comunittco and it should 
suffice to set up separate Standing CommittcoSon 
difforonb aspects of development of small scale 
irdustrics, such as finance, ancillarics, raw 
materials, etc. so that tho Board could be 
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guided and advised regarding the effective moans of 
accelerating the dovolop«nent of the small scale sector. 

The Small Scale Industries Board must assort itself 
and rnalo a meaningful impact on the devolojment of 
small scale industries in tto courtry. In the opinion 
of ths Group, this can be ensured only by preserving 
its old character and doing away with the bifurcation 
of the Board into a Policy Making Board and Non-Policy 
Making and Lmplomentation Committee. The Board must 
meet more frequently and at least twice a year to 
give policy directives and to suggest positive 
measures to deal with the emergent problems concerning 
the development of small scale industries in the 
country. The Group also lilce to invite a reference 
to the recommendation of the EstimatoeCommittee 
(196^»66) made in their lO^th Report (pp* lU-15), 
which also stressed the necessity for ttio Small 
Scale Industries Board to moot at least once in 
six months for ’critical review and fruitful deliberations, 
on problems facing small scale industries,” 

U,18 The Organisation of the Development Commissioner 
(Small Scale Industries) has, in addition to its most important 
function regarding the provision of industrial extension service, 
to discharge a very important function relating to co-ordination 
of activities for the devolopnenfc of small seals industries 



at the opera tioml ]£vel* Tlie most important functions in 
this category are the following;- 

(i) Co-ordination of the programme of defvelopnent 
of large and small scale industriesj 

(ii) Acting as a liaison between different States 

and betxjeen the States and the Union Ministries, 
Planning Commission^ State Bank of India, Res carve 
Banlc of India, etc, 

(iii) Co-ordination of the programme for the 

development of Industrial Estates and of 
AncilOnries all over the countryj 

(iv) Co-ordination of the implementation of the 
f 1 .11 1-idustries Programmes in the various 
States j 

(v) Scrutiny of the State-wise plan outlays and 

targets of the snail scale sector and appraisal 
of the requirement of the Ctete Goveurments for 
Central assistance on the basis of their needs 
and potentialities, 

U,l9 The .Organisation of the Development Commissioner (Small 
Scale Industries) has a special responsibility in effecting 
co-ordination in special fields of development like Industrial 
Estates, Ancillaries, etc. The Estimates Committee have taken 
pains to emphasise the importance of this function and to make 
it incumbent on the Central Organisation to talce a more positive 
view of its responsibiJdty as the principal Central Agency in 
regard to these programmes. The Dovelofmont Commissioner is 
also required to assist the ffi-riistry in.rcjgulating fair and 
equitable allocation of Central assistance to the States 
for tho development of sm?.ll scale industries and is responsible 
for v/atching the progress in expenditure incurred by tho Sta-te 
Governments in implementation of their small industries programme. 



U*20 Another important funotion undertaken by the Central 
f'i-iiijir/iation, which is assuming incfi-'easing ii.ipartance every year, 
is the scrutiry of applicsations submitted by the large scale 
undertakings for grant of licences under the Industries 
(Devcloptnenb & Regulation) Act, From the point of view of 
balanced and co-ordinated development of the large and small 
industries sectors, it is absolutely necessary for the DCSSIO 
to scrutinise all applications from the large scale industries 
in depth in order to malce a proper technical assessment of the 
feasibility or othon^iso of manufacturing the end-piroducts or its 
components and parts on a small scale basis. It is extremely 
important to create a wide operational base for small scale 
industries through the expansion of the sub-contracting system, 

Tl'ds calls for continuous vigilance to bo exorcised by the 

« 

DCSSIO on the setting up of self-contained largo scale 
undertakings with built-in capacity to manufacture almost 
everything. The DCSSIO is, therefore, expected to undertake 
careful scrutiry of the applications for industrial licesnoes 
to eliminate items, products and processes ijhich can bo 
manufactured by the competent small scale industries within 
the country, 

h»21 Uptil now the Development Commissiomr has had to 
carry on the scrutiny of the applications for sotting up 
largo scale industries with the help of a meagro staff at 
Headquarters of three Directors and five Deputy Directors 



who ^.ro general purpose technologists in Mechanical Engineering 
and Chemical trades. The result is that the scrutiny and 
examination has been generally very inadequate and superficial, 
to say the least. Since the applications mostly relate to 
modern growth industries in the field of machine tools and 
industrial machinery, thermo-plastics and other petro-chemical 
based products, electronical and scientific and precision 
instruments, electrical measuring instruments, etc., .tii.Jdearth 
of experts belonging to those specialised trades has made it 
almost impossible for tlie Development Cwnmissioner to malce 
any real contribution to the growth of the small scale sector by 
successfully eliminating frem the scope of industrial licences 
the facilities of manufacturing items, components and parts 
ijhich are being or can be competently produced in the small 
scale sector. 

U.22 In this context it would be pertinent to mention that 
the Directorate £?>fiSoral of Technical Development, which is mainly 
concerned with the regulatory function is in a position to drais 
on the services of top level experts lilce Senior Industrial 
Advisers and Industrial Advisers. The Organisation of the 
Developiient Commissioner does not yet have a single Technical 
Officer of the ranlc of Industrial Adviser, although they have 
to undertake not only regulatory work in connection with the 
issue of licences and State-wise allocation of foreign exchange, 
raw materials, etc., but also promotional work, tiiich forms no 



part of the DGTD though it is far more important and docidedly 
more complicated and difficult than regulatory work. It should 
bo mentionod that the Directorate General of Technical Jfevelopmonb 
has been provided with exports, not only in major trades like 
Mochariioal Engineering, Chemicals, Electrical Engineering, etc., 
but also in all important sub-trades IdJce Automobile Engineering, 
Coiistruotion Equipment, Heavy Ifcchanical Engineering, Heavy 
Blectiioal, Light Electrical, Light Mechanical, Industrial Machinery 
Mhchino Tools (Metal Cutting), Machine Tools (other than Metal 
Cuttii'g), Cutting Tools, Hand Tools, Scientific Instruments, Plastic 
Plastic Chemicals, Paints, Petro-Cheraicals, Miscellaneous Cliemicals, 
Dyes, Oils, and Paper and Pulp, Leather and Rubber, etc. Each 
of the sub-trade is in charge of one ?t.o four Doveloptient Officers 
who aore more or less of the same ranlc as Directors in the 
Office of the Development Commissioner (Small Scale Irdustries), 

The staffing pattern of the DCSSIO (Hqrs.) and the DGTD has been 
shown at Appendix VII. 

U.23 Though conscious of the need for effecting econony 

in administration, the Garoup consider it absolutely 
essential to strengthen the headquarters of the 
Organisation of the Development Ccramissionor (Small 
Scale Industries) ly the addition of the following 
top level experts in specialised fields to enable 
him to discharge his functions satisfactorily;- 



N&» of Post 
Raqi’ired, 


Scale of 
pay. 


Dosr'gnation of 
Fosb . 


1, Industrial Adviser 


(Plastic tc Plastic 

Clieitd.cals). 

1 

Rs. 1800 - 2000 

2 s Industrial Advjsor 

(Electrical Engineering 
& ElectrorJLcs) 

1 

P^. 1800 - 2000 

3. Industrial Advisor 

(Mechanical & Instramentation 
Tccanologj') 

1 

Rs. 1800 - 2000 

U. Director (Plastics ani 

Rubber) 

1 

1100 - 1800 

5, Director (Insecticides 
& Pesticides) 

■ 1 

Rs, 1100 - 1800 

6, Director (Electrical) 

1 

Rs. 1100 ^ 1800 

7s Director (Electronics) 

1 

Rs. 1100 - 1800 


li.,2U The iinportant functions relating to small industries 
planning and development^ which the Organisation of the Development.. 
Commissioner (Small Scale Industries) is expected to discharge 
are given beloiJi- 

(i) To j.dontify areas or fields of production 
which are particularly^ suitable for asmall 
scale operation; 

(ii) To secure reservation of certain products 
for intensive development in the small 
scale secter; 

(iii) To advise the State Go\’crmenb3 on fields 
of production in which it is desirable not 
to encourage the setting up:of new units for 
reasons of excess capacity, difficulty of 
procurement of basic raw materials, etc,; 




(iv) To assist the Plann5.ng Coimnission in 

preparing the prograwmos of de^'eTopmenb of 
small .scale industries f cr successive Five 
Year Plans on the linos of the industrial 
pro^amnos for the large scale sector on a 
realistic assessment of present capacity, 
production, future scope cf expansion, 
competitive outlook, etcj 

(v) Preparation of ‘Performance Budget* for 
the entire Organisation including the Snail 
Industries Service Institutes and its 
Branches and an evaluation of the achievements 
against targets laid down in the programme. 

It has not boon possible for the Development Cemmissionor 
to give high level attention to the formulation and evaluation 
of Government policies and measures for the healthy zmd 
balanced growth of small scale industarics. In the absence 
of a highly qualified and experienced Policy Planning 
Advisor to provide the Development Commissioner and 
the Ministry with authoritative guidance on immediate 
and emerging small industry policy matters, there has 
hardly been ary systematic attempt at policy and programme 
planning for the entire small industries' sector. The 
Group feel that it is absolutely necessary to create 
the post of an Industrial Advisor (Planni:^ and Research) 
far the Organisation of the Development Conmissioner 
to g ive maj or attention to the undortalcing of special 
functional and topical studies needed for policy guidance 
and for making rcrcmmendatlons for formulating Stoll 
Industries Programme along lines that are most likely 





to realise the potentialities of sMall industries 
dcvelopient in the prervailing situation. The Group 
laro glad to note that an !2valuation Coll has already 
been created at the headquarters of the Organisation 
of the DC(SSl) on the basis of the rocomtnendation of 
the Estimates Committee (196^*^6), made in their lO^th 
Report, page 18, and would recommend that the Cell 
should be placed under the Industrial Adviser (Planning 
& Research) for continuous evaluation of programme 
effectiveness » 

h»26 It has already been mentioned that the edge of 

the technical service has been somewhat blunted by ihe 
failure of the DCSSIO to provi:lo expertise of the 
required level in such grot/th industries. The small 
scale sector which has been able to diversify into ner^ and 
sophisticated lines of production are not getting the 
required assistance in the farm of technical advice 
and guidance from tte Snail Industries ‘Service 
Institutes due to want of experts and subject matter 
specialists in those fields. 

Private Panel of Consultants 

U.27 The Group are also convinced that a substantial 

addition to the technical staff of the SIS3s at the 
regional level is extremely rcoessary to render effective 
technical advisoiy. service to small scale industries 





in the modern growth industries. The Group are, 
however,.of the opinion that the utilisation of private 
consultants and experts on a part-time basis is extremely 
desirable to improve the quality of the technical service 
provided by the Small Industries Service Institutes, 

It is recommended that provision of high-level technical 
consultancy service on a regional basis should bo 
arranged by establishing technical panels of part-time 
consultants for various key industries, attached to 
the Small Industries Service Institutes at Calcutta, 
Bombay, Madras and Delhi, These Institutes should 
establish rosters to contact consultants to supplement 
their own staff j and the personnel may be allotted to 
bo dratm from largo public and private undertakings, 
National laboratories, retired technical experts, etc* 

The panel of consultants should render technical advice 
to the Institutes on payment of monthly retainer's 
fees and the Government should make it possible for 
exports attached to public sector undertakings and 
national laboratories to work as part-time consultants 
to the Organisation of the Dovoloptnent Commissionor 
(SSI), 

U,28 The Group also feel that it should be more ani 

more the endeavour of the Government to stimulate 
interest in private corporate agencies, industrial 
oo-operative societies, trade associations, etc, far 
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tho provision of technical services and facilities. 

These bodies which have not so-far shoijn much willingness 
or initiative to offer teclinical services and facilities 
to small scale industries should be encouraged to 
undertake this task to an appreciable extent on ttie 
basis of a matching grant from the Government of India, 
Initially, Government may agree to fimnee the 
expenditure to be incurred by these agencies on a 
^0 s ^0 basis, but the Central assistance may bo 
gradually reduced frem year to year with provision 
for being cemplately tapered off at the end of five 
years• 

li*29 The suggested steps will he]^ Government to minimise 

the expenditure on the provision of higher industrial 
extension service. The Group, however, think it absolutely 
necessary to strengthen the Small Industries Service 
Institutes by presiding the minimum supporting staff 
to render essential technical service in specialised 
trader with the help of a panel of consultants as 
indicated beloi^j- 

1« Deputy Director (Electronics) U 

2* Deputy Director (Elec, Engineering 
& Measuring Instruments) I; 

3* Deputy Director (Plastic 

Chemicals) h 

U* Deputy Director (Paper Convtsr- 

sion <Sc 1-fi.scellaneous Chemicals) U 

Deputy Director (Tool Room 
Specialists on Design and 
Production of'Dies, Jigs & 

Fixtures, etc,) 





^•30 The Group feel that although a good deal of 

emphasis is being put on improving.and standardising 

the quality of small industry products, very little 

effective help is being rendered by way of providing 

a.dequate facilities for the testing of raw materials and 

finished paroducts# It is, therefore, necessary that 

one of the basic handicaps in the improvement of small 

industry products be removed by developing the SISI 

workshops and laboratories at Calcutta, Bwnbay, Delhi 

and Madras into full-flc>dgod regional testing cortros 

to cater to the needs of mechanical, eloctrlca.!, 

metallurgical and chemical industries* 

U*31 It has boon estimated that a sum of Rs.25 lakhs 

would be required to equip each of these regional 

testing centres with adequate machinery, tools and 

laboratory equipment* Sach testing centre should bo 

in charge of a Director who should bo assisted by 

supporting technical staff. The staffjng pattern 

for each centre should be as follows 

Director 1 

Deputy Director 1 

Asst, Director 1 

Scientific Officer U 

Laboratory 

Assistants 2 

U,32 The Group also recommend that in addition to the 

Rcgioml Testing Laboratoides at Bombay, Madras, Delhi and Calcutta, 
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the Orgaru-sation of the Dovclopmont Commissioner (SSI) 
daoald set up process and product oovelopmont centres- 
cum-testing labcratorios in trades lilcc rubber, plastics, 
electrical appliances, making of tools and dies, pressure 
die castings, etc, at appropriate places like Kanpur, 
Ludhiana, Hyderabad, Ahmedabad, Asansol, etc,, keeping 
in view the requirement of the jcarticular area. Those 
cenbros may be constituted bj’’ pooling the existing 
resources and staff from the different extension 
cenbros and institutes and supplementing these by 
cra.tical oquipient which ^^ill bo necessary to help the 
centres function as full-fledged dovelopmont-cum-ts^ting 
centres. The objectives of such centres will bo as 
folla-js:- 

(i) To solve the oporatioml problems of the 
small scale units brought back by the 
field staff* _ 

(ii) To disseminate information regarding the 
latest development in the manufacturing 
lines; 

(iii) To develop nev; processes and products to 
encourage the sotting up of now units; 

(iv) To evolve appropriate technology suj.tcd to 
particular demand and resource situation, 
to test the products of small scale enterprises# 

U*33 The Group further recommerri. that the test certificates 

to'bo issue ('Vl^'Cthd EogiorinluTnstcu'igaSjntrec:arid'tba 
abovewnentioned process and product development centres 
should be treated on par with those issued by the other 



afjjif Q3cejJ, Icvboratorieg. in th,a country, not ^<?nly by tho 
,Expgut .RcoiaotioQ Council but ^ilsc .ty. the Directorate 
t(£ Inspection ot tha.DG3&D and other Goverment purchase 
agonciQS* The certificates should not be given free and 
the sciyice,should be chaj^ged fcr, but tho scale of fees 
should be doterroinod X'fitb due regard to tho capacity of 
the small.scale sector, to pay thoso fees* 

Charging of Joes 

The Group d<ioi?; it: necessary to have fresh thinlcing 
over the whole question of imposition of faros for all 
typos of services rendered by tho Organisation of the 
Development Commissioner (SSI) including tcchno-raanagorial 
consultancy service * Tho rendering of extension service 
has gone on too long on a complotoly gratuitious basis 
and it is high time to change tho practice* Tho imposition 
of servico fees is tho best way to ascei’t*4Jl.. the. true 
value of tho services arid to discriminate in favour of 
thoso ;;ho have a real need for such help* This will also 
;^ovonb tho extension personnel from bocesning bureaucratic 
and loss service minded by getting entangled in routino 
work of administrative nature and help identify 
programmes that do not have sufficient demand to 
J’ustify their continuance* 

U.3^ Tho Grot^), therefore, feel that all .types of 

sei^ces should bo progressively charged for, ttie 
scale of fees being adjusted according to the quality 
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or level of expertise needed and the tine required 
to bo spent on the provision of tto jorvico. The fees, 
hor/avor, need not in all oases cover the entire cost. 

An element of subsidy may be allow-od at the Initial 
stage in fixing the scale of fees, It may also bo 
desirable to make an exemption in the case of units 
located in depressed and backward areas but this pro-supposes 
that the doli.noation of such areas will have to be 
undertaken in advance' by the State Directors of Iniustries 
Sinoo the cost of pjrovision of extension servioo will 
increase substantially'duo to the mod fer recruiting 
top level experts in specialised trades and provision 
of sophisticated machinery and equipment in the 
process and development centres, it will be entirely 
appropriate to recoup at least a Tpart of the expenses 
throu^ the imposition of service foes on all importanb 
typos of sorvicos rendered by the DCS3I, 

The Group would like to draw at'torrtion to the fact 
that at present tte responsibility for the development 
0^ industries liloe electronics, potro-chemicals and 
related industries, fruit preservation, etc, sts 
in different Ministries which are also determining the 
policy for 1110 develqpinent of such industries. Although 
several Ministoies are concerned with the development 
of industries, the Organisation of the DevelopmeiA 
Commissioner, Small ScaJjC Industries, is the only agency 



at the national lervel, responsible for the co-ordination 
programme for the development of small scale sector of 
those industries. There has, however, been a tendency on 
the part of some of the Ministries concerned to work in 
isolation without taking the Development Commissioner, 

Small Scale Industries, into consultation in the formulation 
of policies and programmes for the development of the 
industries in question, 

I|.*37 The Group would, therefare, suggest that the Union 

Ministries- concorned.'with. tlTO dbvelopndirtnofvspecifion 
industries should -work in close oollabco'ation with the 
Organisation of tiie Development Commissioner, 5nall Scale 
Industries, for tlie co-ordinated development of tiio largo 
and small sectors of these industries, 
li«38 The Sstimatos Coramittoe (1965-66) had reconmonded in their 
105th Report on the Organisation of the Development Comird-ssionor 
(Small Seale Industries) that all the handicaps which come in the 
way of Development Commissioner performing his duties efficiently 
in respect of small scale irdustries should be removed by the 
Govermerrfi ani that the powers of the Development Commissioner for 
proper development of small scale industries should bo on a par 
xjith those enjoyed by the Director-General of Technical Development 
for largo scale iniustries. The Group are glad to know that in 
partial implementation of the Estimates Committee’s recoraiMndation, 
the Development Commissioner, Snail Scale Industries, has been given 
du® representation on all Committees and Councils dealing with 
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matters having a diroct or indirect bearing on the development of 
small scale iaiductries, such as allocation of raw materials and 
foreign exchange, licensing of capacity in the largo scale sector, 
etc. It is now possible for the Development Commissioner to place 
his views before the high level Committees and Councils on all 
questions affecting the devclopient of small scale industries and 
to try to safeguard the interest of the small scale sector and 
SCO that no decisions are taken which may bo contrary to the 
ohjoctivo of promoting healthy grbvrtti of the small scale sector. 

It is, hcirevor, a fact that inspite of the participation of the 
Development Commissioner in Committees and Development Councils, 
it has not boon possible for him to make a proper impact and 
to carry the fbll vrci^t of his views bocauso of bJs relatively 
lew status v;hich has proved to bo a great handicap in the 
performance of his duties and has actually made it difficult 
for him to function as effectively as other organisations, notably, 
the Di.roctorato*£roncral of Technical Development. Whereas the 
status of the Development Commissioner is at present comparable 
to that of a senior Deputy Secretary, the DGTD has a status 
equivalent to that of the Additional Secretary to the Government 
of India. In this connection, it would bo appropriate to 
give below the observations of the Malaviya Committee on the 
question of the status of the Bevelopment Cemmissionort- 

HThc Dovolopmont Commissioner, besides being in charge 
of the Snail Industries Dovolopmont Ihrogrammo in the 
entire country, has to perform functions regarding 
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oo«ardiiEition of tho implonicntatlor; of tho prograjnmo 
lijr the State Govemraenbs and of tho activities of tho 
different Union Ifinistrios in so far as they relate 
to w impi^o on tho dovolcpncnt of small scaJe 
industries. In view of this and also bocauso of tho 
importanco assigned to tho small scale industries sector 
in tho national oconottor to raise production^ create 
employment opportunitios and to promote decentralised 
gro^rth, thBoro can bo no doubt that tho Dovolopmont 
Commissioner has to bo a person of high responsibility. 
The status of tho D.C, must bo dotorminod xd-th duo 
regal'd to tho duties and responsibilities attaching 
to the post and the nood for removing the present 
handicap in the performance of his duties, 

••• ••• ••• 990 

"The Committee have given thoir oarnost consideration 
to tho question and strongly feel that purely from tho 
functional point of view, it would be entirely appropriate 
to raise tho status of tho post to that of an 
Additional Sccrotary to tho Government of India. Tho 
Committee would, however, like to emphasise that it 
will not bo possible for the Dovolopmcnb Commissioner 
(SSI) to discharge his responsibilities efficiently 
for tho proper dcvclopmont or small scale industries 
unless tho status of tho post is raised at least to that 
of a Joint Sccrotary to tho Govermont of Indid”, 
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U*39 Tho Group fool that the question of status of the 

Bovelopwont Commissioner^ Small Scale Industries, is of 
crucial importance in relation to tho functions that ho 
has to discharge, particularly in respect of effecting 
co~.ordination botvieon different Minis tries of the Unicai 
Goverment and with different State Gofvernmonts» Ths 
Group xjould, theroftare, strongly suggest that tho 
Dovolopxiont Commissioner should be of tho minimum status 
of that of Joint Soo3:etary to tho Government of India 
to enable him to perform his duties efficiently in 
regard to tho development of small scale industries. 

The grant of Iho status of Joint Soorotary will not 
only enable tho Development Ccriiraissioncr to speak xfith 
greater authority and to malce his wight felt in all 
matters having a bearing on the devolopient of small scale 
industi’ies, but also enable him to deal directly with 
all issues and questions which are disposed of by tho 
Ministry at the Joint Secretary's level, wiihout having 
to make a i-cferenco to the liKLnistry again. The Group 
also feel that the raising of the status of ihe post 
to tliat of a Joint Secretary would make it unnecessary to 
allot a separate Joint Secretary to deal with small 
industry questions in tho Ministry, 



Role and Functions of 
the Stcite Governments 


The primsTy responsibility for the development of 
small scale industries is of the State Governments, but the 
direct responsibility is that of the State Directorate of 
Industries. The Director of Industries is in overall charge 
of the small scale industries programme in his State, He is 
assisted either by an Additional Director of Industries or a 
Joint Director of Industries. In some States the responsi¬ 
bility for the development of small scale and large scale 
industries has been bifurcated and the two sectors have been 
put in charge of separate Directors of Irrfustries, But in a 
majority of the States an Additional Director or Joint 
Director is in exclusive charge of the small scale industries. 

In addition to the above staff, there are a number of Deputy 
Directcrs and Assistant Directors in charge of field activities. 

To look after the industrial development work at the 
district level each district is in the charge of a District 
Industries Officer or an Assistant Director of Industries who 
is assisted by one or two inspectors depending upon the volume 
of work. However, the district staff has to look after not 
only the small industries programme but also other programmes 
relating to handicrafts, village industries,etc. At the block 
level in most of the cases there is an Extension Officer for 
Industries in each Block. The most important' functions of the 
State Directors of Industries in relation to small scale 
industries are as followst- 

(i) Financial assistance under the State Aid 
to Industries Act. 
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.Cii.). Sapplv-of Raw Materials in respect of 

indigenous, controlled items and imported 
materials for which essential certificates 
have to be issued. 

(iii) Development of industrial estates and 
industrial areas. 

(iv) Organisation of co-operatives and other 
forms of assistance. 

(v) Registration of small scale units and 
collection of key statistics of small 
scale industries. 

hoh2 Besides the functions mentioned above, the State 
Directors of Industries are also providing training facilities 
and also some common service facilities for the development of 
small scale industries. But the majority of the State 
Governments are still entirely dependent on the Small 
Industries Service Institutes and their extension centres for 
the provision of technical services to small scale industries, 
A number of States have, however, been trying to develop their 
own technical assistance programme over the past few years. 

For instance, the Madras Government has been giving technical 
assistance to small units which might approach the Directorate 
of Industries with their problems. They have also set up a 
number of common facility centres. Tool F>.oom Rural Workshops, 
etc. to provide technical assistance to small scale units. The 
Governments of Mysore and Maharashtra have also Common Facility 
Centres to give technical advisory services and assistance to 
small scale enterprises. The Industries Directorates of Uttar 
Pradesh and Punjab have a number of technical advisers who 
have specialised knowledge in certain industries to give 
technical assistance to small industrialists on request. The 



Government of West Bengal .is rendering technical assistance 
to small industries by preparing schemes, testing samples, 
performing certain selected proc^^ess in their common facility 
centres and by helping units in selected industries to under¬ 
take standardisation of quality through their quality marking 
centres. In this connection a question was raised as to whe¬ 
ther provision of technical service by State Governments would 
lead to overlapping of activities between the Organisation of 
the Development Commissioner (Small Scale Industries) and 
the State Directorates of Industries. It is, however, the 
confirmed view of the State Directors of Industries that there 
is no question of overlap as the scope for rendering technical 
assistance and advice is very vast indeed. V/hatever is being 
done by the State Governments is entii-ely in supplementation 
of t he efforts of the Small Industries Service Institutes and 
their Extension Centres. In some States, the Director of 
Industries is not even a technical man. 

h*h3 In fact the State Directors of Industries lack 

technical personnel to discharge their functions 
efficiently and the tendency to regard the Small 
Industries Service Institutes as their technical 
wings for all purposes has left them extremely ill- 
equipped in terms of technical personnel to 
effectively deal with the needs and problems of 
small scale industries. In spite of the consti¬ 
tutional responsibility of the State Governments 
in the matter of small industries development, 
the existing set-up in the States is not at all 
conducive to the realisation of this objective. 



U.iiU It will be pertinent to point out that there 

have been great disparities in the levels of 
development of small scale industries in different 
States, due primarily to widely varying degrees of 
attention, drive and initiative put in by the State 
Governments. Exc-'icting a few States like Madras, 
Punjab and Maharashtra, the progress of the small 
scale sector was very unsatisfactory in other States. 
The fact that the priority accorded to the small 
industries sector was allowed to diminish steadily 
over the successive Plan periods in a vast majority 
of the States was a reflection of the lack of 
appreciation and awareness in these States of the 
role and significance of small scale industries in 
the national economy. The performance in Biliar, 
Rajasthan, Orissa, Mysore, Uttar Pradesh, Assam and 
West Bengal has been very disappointing. Even at 
present the main emphasis in the small industries 
programme is being put on the issue of permits and 
certificates and the largest proportion of the time 
of the staff is spent on regulatory duties. The 
Industries Directorates are not fully aware of the 
difficulties and problems facing the small scale 
industries and are hardly in a position to provide 
the integrated leadership at the State level which 
is necessary to give the required thrust to the 
development of small scale industries. 



♦ I 

it.1^5 The Central Government’s role in small industries 

development has to be limited to formulation of 
policy, co-ordination o^ programnss, launching of 
promotional activities and provision of higher tech¬ 
nical assistance which cannot be organised conve¬ 
niently by the State Governments. It has'to perform 
catalytic action to stimulate and assist the States 
and other agencies to build up the small industries 
movement. Put the State Directorates of Industries 
must be the 'central force* at the State level in 
developing and building up the small industries 
sector. All other agencies like the Organisation of 
the DCSSI, ^TSIC, the State Bank of India, etc. would 
be instrumental and helpful, but infrastructures have 
to be provided by the States to prepare the base to 
receive and utilise these aids. 

State Industries Directorates should take up 
periodical review of the status of small scale 
industries and their problems, arrange conferences, 
evolve appropriate strategy at the State level for 
the development of small scale industries, formulate 
programmes which will have the maximum impact and 
assume a dynamic role to accelerate the development 
of small scale industries. 

In connection with the development of small 
industries in smaller towns and villages, formulation 
of integrated plans of development of the industrial 
centres in co-opexation with all developmental 
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departments concemed^ith the provision of econcmic 
and community facilities, e.g, the P.W,D., Public 
Health Engineering, Electricity, Medical and Education 
Departments, etc. should also be the primary responsi¬ 
bility of the State Directorates of Industries. 

As already recommended by the Group, the t 
Organisation of the Developnent Commissioner (SSI) 
should disengage itself from activities that it has 
effectively demonstrated over a number of years and 
the provision of technical services in regard to the 
basic trades should be carried forward by the State 
Governments, This will not only make it possible to 
avoid any duplication of efforts in specific fields 
between the Central and State Governments, but also 
leave the Central Organisation free to build up 
programmes for giving higher teclinical expertise 
and guidance in respect of new and sophisticated 
industrial fields« 

The Group would strongly recommend that the 
State Directorates of Industries should be 
strengthened by the addition of competent technical 
officers to carry on the promotional activities and 
arrangements should be made on a high priority basis 
for the training and retraining of the existing 
personnel to make them temperamentally and pro¬ 
fessionally suitable for implementing the small 
industries development programme in the States, 





Maximum use should be made of the Small Industry- 
Extension Training Institute for training the 
existing personnel for the successful operation of 
the small industries programme at the State level. 

It should be the responsibility of the State 
Directorates of Industries to handle registration, 
collection of key statistics from small scale units 
and undertaking local economic surveys. The States 
should, hoi/ever, perform these duties in accordance 
with the overall scheme approved by the Organisation 
of the Development Commissioner (SSI) in order to 
ensure uniformity and comparability of data, but the 
primary responsibility for discharging these 
functions should be that of the State Governments. 

It will, however, be necessary to strengthen the 
State Directorates adequately for the proper perfor¬ 
mance of their duties in this behalf. 

The Group feel that the industrial developnent 
in each State should be viewed in a long-term pers¬ 
pective and, as such, continuance of policies and 
• programmes is very important. It may be mentioned 
that some States have formulated their small industry 
policy in detail and this has helped in clarifying 
the objectives and priorities of the programme to 
the staff of the Directorates of Industries. 

The Gjx)up would suggest that each State 
Directorate of Industries should set up a Planning 



Cell to assist not only in the formulation of policy 

and programme but also in its evaluation. This cell 

will also help in laying down priorities in terms of 

policy objectives and watch over the process in 

achieving these objectives. Although a few States 

have taken steps in this direction, it is considered 

imperative that all State Directorates of Industries 

should be asked to set up such a cell which will be 

also helpful in coordinating the work of the District 

Industries Officers and in maintaining close liaison 

with the Organisation of the Development 

Commissioner (SSI). 

Coordination between the State 
and the Centre 

It,53 the question of co-ordination between the Central 

and State agencies, it may be mentioned that the Small Scale 
Industries Board,which is the apex body at the policy making 
leyeljincludes members drawn from the State and Central Govern¬ 
ments and also non-officials from small and large industries; 
as such necessary coordination is achieved through it at the 
policy making level. The Organisation of the Development 
Commissioner (SSI) follows up the recommendations of the Small 
Scale Industries Board and coordinates the implementation of 
the small industries development programme. It scrutinises 
plan proposals from State Ciovemments and guides them in the 
preparation of schemes for development of small scale industries. 
At the operational level in the States, close liaison is 
maintained between the Small Industries Service Institutes 
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under the DCSSIO and the State Directorates of Industries. 

The Advisory Committees attached to the Small Industries 
Service Institutes are State-level committees set up to 
achieve coordination between the State and Central agencies 
in the execution of the small industries development 
programme. The periodical meetings of the Development 
Commissioner (Small Scale Industries) with the State Directors 
of Industries in Delhi every thjee months also serve the 
purpose of eliminating bottlenecks' and resolving problems and 
difficulties which might arise from time to time in the course 
of implementation of the small industries programme. 
h*Sh In the view of the Group, the machinery already 

evolved for effecting coordination should be adequatej 
but it appears that there is considerable rocsn for 
improvement in the existing arrangements for co¬ 
ordination. In this connection, the Group would like 
to invite a reference to the conclusions of the 
Estimates Committee (1965-66) regarding the working 
of the present machinery for co-ordination, as given 
below 

"The Committee regret that the Advisory Committees 
attached to the Small Industries Service Institutes 
have so far failed to make the expected impact on 
small scale industries even though these can go a long 
way towards ensuring the necessary coordination bet¬ 
ween the various Central and State agencies for the 

development of small scale industries. They ^pe 

V'*- 

that the Advisory Committees would be energised.. 



"The Committee urge that each Advisory Committee 
should ofeet atleast once in three months and more 
often, if necessary, and should T'atch and ensure the 
implementation of the decisions reached at each 
meeting. 

"The proceedings of the Advisory Committee and 
and the action taken thereon should be regularly 
submitted to the headquarters of the Central Small 
Industries Organisation which should collate the 
experience of the various States and provide necessary 
guidance. The Committee suggest that the Developnent 
Commissioner may review the working of these 
Advisory Committees with special reference to action 
taken by State Governments on their recommendations 
at his periodical meetings with the Director of 
Industries of the State concerned, 

"The Committee would also like to suggest that the 
Advisory Committees should be strengthened by getting 
into them representatives of the State Bank, 

Commercial Banks and State Productivity Councils, and 
a few more small indistrialists," 

The Group endorse the view of the Estimates 
Committee that the functioning of the State Advisory 
Committee leaves considerable room for improvement 
and would like to suggest that the Secretary of the 
Industries Department in the State Government should 
be nominated as the Chairman of the Advisory Committee 
in each State to make the coordination of the 



activities and programmes of the Central and State 
agencies more effective in future, 
li*S6 The Group are aware th^at ih spite of the efforts at 
co-ordination"great-disparities have arisen among the various 
States in the implementation of the small industries 
programmes and the level of development of small scale 
industries. The State Governments which have been consulted 
by the Group on the means of securing closer and more 
effective coordination have emphasised that the role of 
DC(SSI) should continue to be advisory as at present and not 
made statutory, but they have agreed that the DCSSIO should be 
responsible for coordination of the work of the different 
agencies concerned with the development of small scale 
industries at the State and Central level, 
ii,57 Although State Governments are primarily 

responsible for the development of small scale 
industries, in the opinion of the Group, the 
Central Coordinating Agency (DCSSIO) should be in 
a position to initiate corrective action in the 
case of pronounced failure on the part of any 
State Crovernment to implement approved programmes 
or to fulfil the planned targets. The Development 
Commissioner (SSI) cannot be divested of the 
responsibility of exercising a measure of super¬ 
visory and coordinating authority over the States 
and to see that the programmes are realistic and 
practical and are in fact implemented by the 


States 
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The Group are definitely of the view that the 
DCSSIO should undertake periodical evaluation of 
the various programmes and their implementation by 
the State Governments, not only to be able to modify 
them from time to time in consultation with the con¬ 
cerned States, but also to induce the State Govern¬ 
ments to take timely action to secure compliance with 
the agreed policies and objectives. The Group, 
however, think that the problems of coordination 
between the Centre and the State agencies will%e 
reduced significantly, if the programmes and targets 
as well as the allocation of Central assistance to 
the States are determined in close consultation with 
the Development Commissioner (SSI), based on a sound 
appraisal of the needs as well as potentialities of 


each State 
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ROIE OF (A) NATIONAL SMLL INDUSTRES CORPORATION - 
(B) STATE SMALL H'JDIjSTRES CORPORATION & (C) SMALL 
INDUSTRES EXTENSION TRiilNEG Ti-TSTITITE IN Tl-ffi 
lEVELOR'EMT OF SMML SOME EDUSTRE 3 

(A) National Small Industries Corporation 
The Government of India in their Resolution dated 
7th Jurffi,19?U, on the Report of the First International fhrspective 
Planning Team on Small Scale Industries decided to set up a Small 
Industries Corporation to organise production in the small scale 
sector for meeting Government orders and for promotion of sales 
of small industry products. In pursuance of this Resolution, the 
National Small Industries Corporation Ltd,, was set up as a private 
limited company on the Uth Ftebruar^r,l955, with an authorised paid 
up capital of Rs,lO lakhs. The authorised paid up capital of the 
Corporation was subsequently raised to Rs,5o lakhs, 

5*2 Initially, it was thought that the Corporation would procure 

orders fit)m Government purchase departments and pass them on to small 
scale units. It was visualized that the DjS^-:D will place prime 
contracts with the Corporation for products manufactured by the 
small scale units and that the Corporation, in turn, would sub¬ 
contract to small scale units for supply of stores required, thus 
enabling the prime contractor to retain a margin to meet operational 
expenses. However, in practice the Corporation was treated by the 
purchase organisations merely as ors3 of the contractors participating 
in Government tenders and no special preferanoa was given to it, 
Throu^ the good offices of the NSIC, it has been possible to step c?) 
Government purchases from the small scale sector to considerable 
extent in recent years as would be apparent from the figures 



given be low:- 


Central Govemmont Purchasesfrom the Small Scale 
Sector throagh NSIC 


Period Va lue ^ (Crox^ s Rs» ^ 

upto 31.7.19^7 

1957-58 0,62 


1958- 59 

1959- 60 

1960- 61 

1961- 62 

1962- 63 

1963- 6U 
1961i-65 
1965-66 
1966-67 


2.56 

2,65 

3.88 

7.Uli 

1ii.5l 

3h.^9 

17.31 

20,07 

1U,0U 


5.3 It would be seen that barring the year 1963-6U when the 


purchases had shot up to a high figure on account of the emergency, 
the value of Government orders being supplied to small scale units 


through the KSIC in recent j^ears has been averaging around Ra.l? 
crores. But in 1966-67, there was a decline in the value of orders 
executed by small enterprises. 


It has to be mentioned in this connection that over the 
years the NSIC has acquired a number of activities which Government 
had entrusted to it obviously for the development of small scale 
industries. The main functions of the Corporation which they were 
called upon to discharge related to the following areas;-- 
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(a) Marketing ; 

(i) Introduction of marketing oparation through 
mobile vans* (This schema was given up with 
effect, from 1st. April, 19^9), 

(ii) Opening of wholesale depots for the marketing 
of stores manufactured by smaUf scale units 
(This schema was wound up 4,n phases) , 

(iii) Pilot Schemes for marketing, ■ 

(b) Hire Purchase of Machinery ; 

To supply machinery to small scale industries 
under the Hire-Purchase Scheme, 

(c) Industrial Estates ; 

Construction and management of two Industrial Estates - 
one at Oldila and the other at Naini near Allahabad, 

(d) Proto-tjrpe Production and 
'fr ainXng Centre's 

To sat up thrsa Proto-type Production and Training 
Centres - one at Rajkot, another at Delhi and the 
third one at Calcutta, 

(e) Exhibitions; 

To participate in various Exhibitions that are 
held from time to time and to organise the 
Industrial Designs Exhibitions at. different 
places in the country, to display articles of 
various designs received from the museum of 
Modem Art, New York, 

(f) Procurement and distribution of certain components 
and raw materials in short supply. 

The activities of the Corporation in tlie aforesaid 

areas were classified into two categories - (i) proriiotional and 

(ii) commercial, as indicated below;— 

Promotional 


1 , Government Purchase Scheme 
2» Pilot Scheme for Marketing 
3, Participation in Exhibitions 

li, Adjtiinistration of Industrial Estates 
in Naini 

5, Setting up -and-running of Prototype 
Production-cum-Training Centres , 



Coroner cial 


1, Supply of Machinery under the Hire Purchase 
Scheme 

2^ Running of Wholesale Itepots 

3, Export of small industry products and 
procurement and distribution of 
components and scarce raw materials. 

5.6 The intention was that the coronerc5.a.Ji. activities of the 
NSIC should be so organised as to earn for the Corporation a 
reasonable margin of pi*ofit to cover its overhead expenses teeping, 
hoi^ever, in view the main objectives of the Government programme 
for the development of small scale industries. The promotional 
schenES are to be financed in the form of reimbursement of the 
actual expenditure incurred by the Corporation and such reinw 
bursemsnt will be made to the Corporation bj*- the Government, taking 
into account the profits, if ary, made by the Corporation in its 
commercial activities, 

5.7 The marketing function of tiie Corporation including the 
renning of ■ftholesale depots was subsequently discontinued because 
of heavy losses Incurred in the transactions. The most important 
activity of the NSIC to-date has been supply of machinery on hire 
purchase basis, Upto the end of December, 1967, the ag^gate value 
of indigenous and imported machinejy supplied by the Corporation 
amounted to Rs,29,8 creres, 

S>,8 The Corporation is at present running the Industrial 

Estate at Naini and also three Proto-type Productiorv-curo-fraining 
Centres at Okhla, Rajkot and Howrah, These Centres are designed 
to develop proto-type machines and machine tools for distribution 
to small scale industries for production on a commercial basis and 
also to impart training to skilled workers and executives of small 
industries. 



In the opinion of tho Group the NSIO should function inainly 
as a coiranercial organisation although in tho performance of 
some of its activities, it may have a promotional bias to 
give a fillip to tho development of small scale industries. 

The experience of the past 1 0 or 12 years has also shown 
that some of the activities assigned to the Corporation do 
9 ot fit in with the main objectives for which tho NSIC was 
started. The Group feel that assignments of activities 
relating to the running of Production-cum^Training Centres 
and construction and management of Industrial Estates do not 
conform to the main objectives of programme of work of the 
Corporation, They strongly feel that there should be 
re-thinlcing on the objectives of tho Corporation and suqh 
non-oonforming activities as th'' running of Industrial 
Estates, PTCs,, Training Programmes, which are mainly of a 
promotional nature, should not form a part of the NSIC 
activities. The main functions of the Corporation should be 
clearly spelt out and according to the Group, they should 
be limited to the following: — 

(i) Supply of machineiy on Hire Purchase. 

(ii) Procurement and ejEcution of orders relating 
to Government Stores Purchase, 

(iii) MarkQting and distribution of Small Industry 
Products, 

5,10 Activities indicated against serials (ii) and (iii) above, 

are of related nature, but they have been mentioned 
separately from tho functional point of view. In the 
procurement and execution of Government orders, tlie 
accent viill be on the canalisation of Government purchase 
to the small scale sector to ensure that a substantial 



proportion of the Governnent purchases are made from 
the small-scale industries* The marketing and distribution 
of small industry products will help fulfil the original 
objectives for which the NSIC was. brought into being, 
namely, promotion of sales of small industiy products 
throu^ internal marteting and e^cports. The (h*oup feel 
that there being several organisations like Export 
Promotion Councils, the State Trading Corporation, etc. 
to look after the export market, the real sei^ice which 
can be rendered by the NSIC to anall industries is in the 
field of internal distribution of the p3X)ducts of small 
industries. The Corporation can render considerable help 
to accelerate the development of small industries through 
proper marketing of their finished goods. Until the 
recession set in, the econoity was ruled by the seller's 
market and the small scale industarios were not faced with 
ar^r serious problem in the disposal of -Uicir products. 

In fact, the problem was one of general shortage of goods 
and the small scale producers could easily sell their 
products at a reasonable profit. The current recession 
has, however, underlined the reed for giving marketing 
help to acrelerate the tempo of developnent of small 
scale industries, 

5,11 In the context of liberal availability of raw materials and 
sizeable increase in the number of units manufacturing various 
articles, the competitive outlook for small scale enterprises has 
changed somewhat adversely due to substantial increase in the supply 
of finished geods and marketing has become a problem for maty small 



units. Further, the elTorts that are being made by small scale 
entrepreneurs to undertake the manufacture of sophisticated 
products in new fields like electronics, industrial plastics, 
precision instrunents, have highlighted the need for giving 
marlnting help to these ventures in the initial stages. There is, 
therefore, a clear need for systematic and organised efforts to 
promote the sales of small industry products within the country. 

To sail the goods that are now being made by small enterprises, 
it is necessary to create confidence in the buyers about quality 
and performance as well as about the unit*3 ability to keep up 
the supplies. There is also the problem of competing with the 
products of large scale industries with adequate resources at their 
command to undertake marketing publicity and advertisements. There 
is also the problem of undertaking promotional sales at reduced 
prices to make a dent on the market, 

5.12 In the earlier stages whan the Corporation had undertaken 
internal marketing, they triad to popularise small scale industry 
products by sanding them on demonstration vans with sales 
personnel and by opening a few marketing depots at strategic 
centres, Tt^ marlceting depots xrere thus established at Khurja for 
potteries, Calcutta for cotton hosieries, Renungunta for glass 
beads, Madras for miscellaneous small industry products. The 
locations of depots were chosen keeping in mind the industrial mix 
of those places and the marketing problems involved. The depots 
helped establish distribution channels through the medium of 
agents and stockists and also by advertisement and publicity. 

They also made a contribution in laying down standards of quality 
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and packaging. Through theas operations the Corporation were able 
to fulfil tiie primary objective of toning up the markets but was 
involved in heavy losses due to the promotional nature of the 
activity. Subsequently the marketing programme along with the 
hire purchase sdieme was categorised as ’commercial activity’ 
by the Government, The implication was that the marketing work 
could be taken up only on self-supporting basis. Eh cause of the 
meagre resources at its disposal the Corporation had to give up 
the activities and depots were closed, 

^,13 The Group would like to emphasise in this connection 

that the role of the NSIC in marketing the products of 
small scale producers will be somewhat different from 
that of the marketing organisation in the private sector, 

A private organisation would not normally tate over 
the role of building up a supplier. This role of 
building up a supplier and creating a market is partly 
cscmraercial and partly promotional and should be undertaken 
by an organisation like the NSIC which has been set up for 
small business promotion in the country. The Group are 
at<iare that in the very nature of things, "ttie marlceting 
service of the type envisaged cannot be a profit earning 
proposition from the beginning and would suggest that 
financial deficits which might be unavoidable in this 
tj'pe of activity in the initial stages may have to be 
made good ly the Government for a reasonable period. 

The Group feel that the Corporation has been 
considerably handicapped in its activities duo to lack 
of resources, Vlith the paickup capital of only Rs,^0 laldis 



-:89:- 

and loans and credits exceeding Rs,17 crores, the 

financial position of the Corporation leaves much 

to be desired. The Group have been given to 

understand that the Government are willing to 

convert a portion of their loans into capital assets 

rupees 

to raise the paid up capital to about 3?- croras, but 
the existing commitments of the Corporation in 
respect of hire purchase activities would hardly leave 
any margin for other activities inspiie of the 
proposed increase in the paid up capital. The Group 
would, therefore, strongly urge that the financial 
position of the Corporation should be put on a sound 
footing by augmenting its resources in keeping with 
its objectives and the importance which is attached 
to the renctering of marketing assistance to small scale 
industries in the country, 

5*1U(a) The Group are also of the opinion that the 

Go3TX)ration should be divested of the responsibility 
of running the PTCs, The administration and manage¬ 
ment of these Centres should be placed in charge of a 
separate Central body to be constituted for the purpose. 
The management of Industrial Estate at Naini should 
also be hancJed over to the State Government as early 
as possible to enable the Corporation to concentrate 
their efforts on the important fields of their 
activity, as suggested in para 5*9* 



(E) state Small Industries Corporations 


Functions 

5*1^ In recent years the State Small IncJastries Corporations 

have been established in all the States excepting Jammu & Kashmir, 

The Group were informed that the functions of the Small Industries 

Corporations varied from State to State, Generally speaking, 

the following activities have been un^rtakon by the Corporations*- 

(i) Distribution of Raw Materials 

(ii) Marketing of Small Industry Rroducts 

(iii) I^ticipation in the ;^ate and Central 
Government Stores Purdhase Programme 

(iv) Supply of Indigenous machines on hire 
purchase basis 

(v) Construction and administration and 
management of Industrial Estates 

(vi) Participation in equity capital 

(vii) Management of industrial units 

No uniform function pattern, however, can bo evolved for the 
State Corporations as this has to be need-based. The Group 
have, therefore, scrutinised each function on its merit and 
made suitable recommendations for the proper discharge of these 
functions by the State Corporations concerned, 

5,16 In the matter of distribution of raw materials which is 
a function shared in common by all the State Small Industries 
Corporations, the Group received complaints regarding hi^ prices 
charged by the State Corporations in the matter of supply of raw 
materials. Complaints were also received about tlio supply of 
raw materials, contraiy to the indented specifications. It appears 
that the State Corporations were handicapped in the matter as 
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materials were higher at times than the prices of similar 
materials available in the open market. It also appears that the 
Corporations were saddled with materials of specifications not in 
general demand. Instances were brought to the notice of the 
Group where small scale units did not lift thj^ir quotas of raw 
materials in time or even refused to lift the material die to hi^ 
prices charged or variations from the required spf;cifications, 
thereby csreating complications for the State Corporations and 
increasing tlic.ir liabilities on account of storage expenses, 
interest on capital investment, etc, 

5.17 It is worth recalling that when the recomrEndations to 
sat ivp the Small Industries Corporations were made b 3 rtho Small 
Scale Industries Board in 19^8, the primary objective was to 
create a Govei*nmcnt agency which will protect tlie small industries 
from exploitation ly private stodcists. In tlie present situation 
characterised by docon'rol of indigenous materials and liberali¬ 
sation of import, tire role of the State Small Industries 
Corporation as supplier of raw matQi*ials has diminished in 
importance. There is, however, no doubt that the difficulty of 
procurement of industrial raw materials of the scarce category will 
continue for a number of years, 

5.18 The Group feel that the importance of Small Industries 
Corporation in the matter of procurement and distribution 
of scarce and critical raw materials will not diminish 

to ary appreciable extent and, therefore, welcome the 
recent decision to canalise the supply of soarco 
categories of indigenous stool controlled by the Joint 
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Plant Commttea through the State Small Industries 
Corporations, The Group think it nooossaiy to 
strengthen the role of State Small Industries 
Corporations by canalising the distribution of scarce 
and critical raw materials through then so that they 
can have an effective role in safeguarding the 
interests 'of small consimrars, 

^,19 To str.'n^jthen the hands of tta State Small 

Industries Corporations as a raw material bank for the 
small scale industries and to improve; the economic 
viability of their transactions, it is necessary to 
ensure sufficient sales turnover and the Group would 
lilc! to recommend that the distribution of imported 
non-ferrous metals should also be entrusted to the 
State Corporations, Further, the State Corporations 
should form a consortium which will pool the roquire- 
ments of non-ferrous, scarce and imported materials 
in the various States with a view to placing bulk 
orders on the foreign suppliers to secure the advantage 
of lo;jor quotations. The State Trading Corporation and 
the Minerals and ^t;tals Trading Corporation should also 
appoint them as their business associates for the import 
of canalised ilems under the Trade Plan provisions. 

Ma rketing of Small Industry 
Pi ^dac^ s 

5,20 The maiiseting assistance to small industries has been 
undertaken on a very limited scale and by a few State Small 
Industries Corporations only. There is vc;ry good scope for the 
Corporations to help small units organise production according 
to market trends, arrange inspection, evolve ooriunon brands and 
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popularise them to facilitate marketing and undertake distribution 
of the products, which have been manufactured according to the 
required specifications* It has been recont:dnded by the Study 
Team on Recession in the Small Scale Sector that Trade Centres 
should be establislied ly State Governments through the State 
Small Industries Corporations at all State headquarters to 
arrange displaj'" of the products of the local small industries 
for the knowledge and caanvenienoe of prospective buyers. This 
facility would stimulate the market for their products. Full 
technical details of the products together with the terms of 
business would bo available to intending bi^'crs from the Centres 
to enable ttem to judge about the acc8pt$|)ility of the products 
from thoir point of view. The Group feel that the State Small 
Industries Corporations should be assisted by tlie State Governments 
to set up these Trade Centres to facilitate the marketing of 
the products of small industrialists. 

Parti c ipat^t Itx Government 
Pi:^~chase Programme 

5.21 At present, Andhra Pradesh, Assam, West Efengal, Bihar, 
Maharashtra, Orissa and Uttar Pradesh Small Industries Corporations 
have schemes for encouraging and assisting small industrial unit^ 
to secure Government orders. Some of the State Small Industries 
Corporations procure orders in their own names and gat thean 
enacutod through tlie small scale units enlisted with them, 

5.22 The Group feel that the State Corporations, by and 
large, have not taken an active interest in the 
procta’emfjnt of Government orders for the small scale 
industries. One reason, of course, that they are not 
properly equipped and staffed to render assistance to 



small units in the matter of compliance with 
drawings and specifications. Having r<'fgard to 
the importance of the Governiiient Stores Purchase 
on furthering the development of small 
scale industries the Group would suggest that the 
Small Industries Corporations without exception 
should participate in the Government Stores Purchase 
Programme at the Centro and in the States, It 
should be possible for the Corporations to realise 
a token service chargo from the participating units 
to cover th'.i astablislment expenses needed for the 
provision of effective service to them. The State 
Governments also may agree to reimburse^ the deficits 
incurred by the State Small Industries Corporations 
in the operation of the sdiemos. 

Supply of indigenous Machines 
on Ilire Purchase" “basis' 

5.23 Some of the State Small Industries Corporations have 
introduced a schanc for the supply of indigenous machines on 
hire purchase basis. They have, however, I'estricted their 
assistance under the scheme to Rs,50,000 per applicant. The 
NSIC has been supplying imported and indigenous machines on hire 
purchase basis since? 1956 to all the States, The State Binlt of 
India also has recently introduced an instalment credit scheme 
under which advances are given to small scale ontriprencurs to 
purchaa? machin-iry and equipment against hypothecation of the 
assets created out of the loan. The State fenk also grants 
mediun tenn loans repayable over a p;riod not exceeding 10 years 



for mo (43 rni sat ion, renovation anc3 expansion of tho existing unit 
Many inanufacturers of machine tools are also offering, their 
products on a d(3ferrod payment basis, 

$,2li The Group_facL-that-in'view of tho facilities 

ofitirod by the NSIC, State Bank of India and also the 
established manufacturers of machinery regarding 
supply of machinery on hire purchase terras, the State 
Small Industries Corporations should give relatively 
low priority to this activity and generally restrict 
their schema to the supply of indigenous machineiy to 
rural and semi-urban areas. This will ensure a bottcir 
spatial distribution of resources and help extend tho 
bmefit to loss industrialised parts of the State, 

Participation in equity 
(;a.pital 

5,2^ The Small Industries Corix)rations in some of the States 
are providing financial assistance in tho form of direct parti¬ 
cipation in equity and preference shares of various companies. 

The participation is, however, on a •vc^.xy modest scale as yet, as 
it is limited to 2-3 units in each State, 

5,26 Tho Group feel that participation in equity capital 

is an effective nr-1hod of small industry promotion 
particularly in backward areas, but tho terms of 
participation should be carefully laid ctown. In ary 
esase the extent of participation in equity capital 
should not bo above 50p to ensure that tho 5^11 
entrepreneurs have a substantial state in the business. 
However, each Corporation should try to extend its 
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activity in this bn half according to its ro source 

in tcjrriis of porsonnol and finance as it will be 

ne cf!ssarj' to exercise managDrial control and 

supervision over the assisted units. 

Manage lit’ nt of Industrial 
units 

^,2? A number of small Industries Corporations are managing 

and running industrial units transferred to them hy the State 

Crovf rnments. Some of them are also setting up new units, 

5,28 While the management of existing units may be 

undertaken by the State Corporations at the request 
of the State Governments concerned, oven this should 
be done for a limited period only. The Group feel that 
the Corporations should not in principle own or control 
or manage any unit exes^pt as a promotional measure in 
backvjard areas where entroprencjurs may be reluctant to 
start industries. Complaints have betm received that 
the State SSigrporations eire entering into competition 
with the small industrialists by participating directly 
in industrial ventures and are also seelcing preferential 
troatmunt from the State GovernirEnt in the matter of 
Government purchases. The Group would strongly suggest 
that tills activity should not be undertaken by the 
Corporations except in veiy special circumstanoss, and 
oven so it will bo the endeavour of the Corporation to 
hand over those ventures either to the cooperatives of 
the workers or to private entrepreneurs who may come 
forward to run the enterprise on tJieir ovm. 
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The Group would like to emphasiso that although 

tho State Small Industries Corporations have been set 

up to promote the growth of small soalo industries, 

they have mainly to unctortate commercial opxjrations 

and have very often to compete with various a^ncies 

in the private sector^ It is, thorofore, very 

necessary that tho person holding the l<ny post of 

Chairman of the Corporation should not only be 

conversant with commercial and business practices but 

also bo exporienred in dealing with tho public. It is 

as necessary to project "a satisj^ring imago of a service 

organisation as to ensure tho efficient performance of 

function". Tho Group feel that tho Chairman of tho Board 

of Directors of a State Corporation should bo a prominent 

person conversant with the problems of small scale 

industries and with wide knox^ledge of industrial and 

economic development, Tho Managing Director should be 

selected in consultation with tho Chairman from aneng 

persons with adequate e^qerienco in trade, banking or 

industry. In tlie case of deputation of a Govcimmont 

officer to hold eithor of the posts, tho period of 

deputation should not bo loss than throe years and not 

more than ^ years, 

Subsidj'- on Promotional 
Expenses 

5,30 The Group also feel that the State Governments should 

provide adequate funds to the State Small Industries 
Corporations for tho discharge of various functions allotted 
to thorn to accelerate tho development of small industries. 





ItJiicits incurred by the Corporations in the operation 
ofof promotional nature, as distinct ft'om 
coiiTOerciai- activities, should be subsidised by the 
State Governments* 

(|) Sm all Industries Extension Training 
institute , Ityderabad 

Original objectives 

5*31 The ^S-nistry of Commerce and Industry announcing the 
creation of a Small Industries Extension Training Institute in 
i 960 , defined the broad objectives of the Institute as follows:- 
(i) To improve the extension ssirvices including 
training activities of C3I0 and of State 
Governments for developrieirfc of modem small 
scale factory industry, 

(ii) To undertake studies on subject matter, teaching 
methods and communication materials required for 
the developnient of small scale industries and 
maintain contact with organisations conducting 
similar studies in India and abroad, 

5,32 It was further stated that "The Training activities 
of the Institute will be supplemented ty a programme of special 
studies undertaken by faculty, including field investigation, 
research and preparation of course materials including communication 
aids. Ideas will be adopted from other countries with programmes 
of training industrial extension officers and from agricultural 
extension training institutes and advanced managoment programmes 
for lar^ industries in India, However, cam will bo taken that 
the material used is modified so as to be of practical value for the 
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dcvclopnent of small industry in India", 

3,33 It vjas subsequently clarified in 1962 that the prograrama 
of tte Institute will cover three areas, namely, developiient, 
managemant and extension and in each of the three areas it will 
have three functions, viz,, training, research and service. 

The three areas have been delineated below;~ 

Pevolopient ; ifctivation and planning for development. 
Government of India policies and programmes. Role of small industry 
in India and abroad. Economic investigation meiihiods. Industrial 
dispersal, pilicy and economics, etc, 

Managemant ; Production management including planning, 
product development, maintenance, etc. Organisation structure. 
Management controls for costs, materials, macliinery and labour. 
Financial planning. Distribution managemant. Personnel management, 
etc. 

Extension : Observing, listening and responding in 
personal and group contacts. Communication within an organisation. 
Locating, stimulating and assisting latefst entrepreneurial talent. 

Preparation, use and testing of communication materials, etc, 

functions relating to training, research 
and sGivicc in respoex of oads of three areas has boon indicated 
below;- 

Training t State and Central Government extension officers 

in basic courses relating to industrial management and industrial 

in 

planning and davolopmont and Specialised courses to nr-'ot the 
special needs of specific groups of trainees. Similar training 
at a later stage for managers and private consultants. Seminars 
and conferences for special purposes. 
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Rosoaroh: Ifeasuros for small industi^^ dQvalopmcrrb* 
Adaptation of modem management techniques to small industry. 
Improvement of training methods and oommunication materials. 

Services: Systematic publishing prograirnpe. Supply of 
training and communication materials. Special consultancy 
service for extension programmes. 

The pros- nt activities and tha future programme of 
the Institute have to be considered in the light of these 
original expe; ctations, 

Prese nt Programme 

5,3U The SET Institute offers three types of training 
courses: (a) the Industrial Management Coursoj (b) the 
Area Bevolopmant Coursc j and (c) Spc/cialised Courses in different 
branches of Industrial Management, 

5.35 The Industrial Management Course 'of 12 •weeks* 
diiration, whils th® area development course is of 11 tiieeks* 
duration. Both are full time and residential. The forrar-r 
is meant for the '^ctension personnel staffing, the SISIs of 
DCSSIOj officers in-charge of the production centres of the 
State Industries bepartmtint, owners and managcirs of priva'be small 
industries and Extension Officers of foreign Cio-vernments, The 
area development course is offered to District Industries Officers 
of State Go-vernments and officers of other organisationsin'terested 
in industrial development at tha district/ragional level, DGSSIO 
staff also participate in this course, mainly as resource 
personnel, 

5.36 The object of the Indus'trial Management Course is to 
equip participants with knowledge and skill in modern management 
techniques for improving organisation and operational efficiency 
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of small en+/jrprises, A significant feat 3 of tha course 
is that the participants spend t'nree weeks making a diagnostic 
study in selected small' units. The results of the study are 
analysed to recommend practical steps for improving productivity 
and secure optimum utilisation of the resources available to 
the enterprise studied. 

An Appraisal 

5.37 The Area Dsvelopment Course is intended to make the 
participants more effective in thei;r administrative, regi^latory 
and developmental functions relating to industrjr by providing 
integrated knowledge and skill for the purpose. Like the 
industrial management course, it is action-orien^d, the participants 
being talcen to a selected district for a period of three weeks 

for applying the techniques of assessing the industrial potential 
of the district in terns of enirepreneurial talents, local 
industrial and financial resources, etc. The rt=>r-i-t on industrial 
development possibilities prepared by the trainees is then 
discussed by them with the officers of the State Government concerned, 

5.38 Specialised courses of 6 to 8 weeks* duration are offered 

to Extension Personnel and owner-managers of small enterprises who have 
had initial training in industrial management. These courses are 
of advanced type and cover certain aspects of management like 
entrepreneurial motivation, advanced production management, 
organisational behaviour, etc. Some of the other specialised 
types of training courses, o:^anised by the Institute, include a 
course in small industry promotion in developing economies and in 
training methods and skills. 



5,39 The SIET Institute has trained U32 pers- :s in industrial 
manag-^ment, 23!) p-’rsons in area development and 170 wrsons in 
various specialised courses as at the end of 1967* 

5*Uo Out of the h32 trainees so far trained in tho Industrial 
Manageitent Course, nearly 300 were drawn from the DCSSIO, thus 
covering more than half the total strength of tho Organisation in 
the categoiry of Assistant Directors and Junior Field Officers* The 
Area Development Course was devised mainly for th'"' district level 
officers of tho State Oovernments and vias designed to impart knowledge 
about the techniques of assessment of the industrial potentialities 
of specific areas and regions to the administrative officers of 
the States* The objective was to stimulate small ndustries 
development in semi-urban and rural areas tlirough the agency of 
the extension staff of the State Government, 

Out of 23^ ptjrsons trained in Area De'\A:'lopmcnt nearly 17C 
vjere drawn from tho State Governments, It is, however, a fact 
that only fevi State Governments took keen interest in the programme. 
The Government of Maharashtra was tho principal user of the 
facilities followed ly Madhya Pradesh, Andhra Pradesh, Gujarat and 
I^soro, Tho othor State Governments like Assam, Madras, 

Rajasthan, Uttar Pradesh and West Bengal did not show any interest 
in the facility offered Ty th3 Institute, So far as the DCSSIO is 
concerned, participation of officers in the Area IV’-ciopment 
Course can onlj'’ bo to a limited extent as the course is not 
designed to impart any higher knowledge to tho officers of that 
Organisation in the techniqins of assessment of Area Development 
potential. 





?*U2 It may be mentioned that participc^bion in the regular 
course, i,e. the industrial management and area development 
courses have bean dwindling steadily from year to year. In 196U, 
the number of trainees in these courses was l 60 hut decreased 
to l56 in 1965* In 196^^5 however, the number fell to 128. There 
was a steep fall in 196? as the total came down to 9^« In the 
first quarter of 1968, the number of trainees in the regular courses 
was only 13. The situation is going from bad to worse and there is 
real cause for anxiety about the future of the Institute, It 
appears that thsi typo of training, the course-content, and the 
teaching method T-jere not decided by mutual consultation with the 
main beneficiaries, i.e, the State Governments and the Il^pSlO and 
in the absence of continuous modification and adaptation of the 
courses to the changing requirement of the extension personnel, 
the response and interest evoked in the clients \ave been 
dwindling very fast. It has been urged'that the course content 
•should have been continuously modified and upgraded through 
special studies and research designed to yield additional case 
material and to throw light ojalnow teaching methods. 

9 .U 3 Of late, there has been a great emphasis on the research 
activity of the Institute. But this shift in emphasis has not bean 
due to the felt need for strengthening the training pregrarame as 
indicated above. This is a tendency to play iqi the research 
programme to the weakening of the training programme. The 

research projects which have been taken up of late, hovie'rer, are 
not direct' related to the small industries sect ', For instance, 
the Na. junasagar Project relating to Urbanisa.tion and Optimisation 
of Industrial Location and the Standard Research Institute Project 



on -ttio cost of Urban Infra-structuro are only 'r’ltiotely connected 
with the small industries development. As such, they can have only 
an indirect impact on the training programme and can make little 
or no- contribution to the provision of teaching material for 
improving the regular courses or for conducting specialised courses# 
It is no doubt true that the research projects have yielded a 
si 2 »abla net income to the Institute as in 1967-68 against a 
direct expenditure of R3*1,38 lakhs on six research projects, the 
Institute was able to earn a total InconB of Rs»1,75 lakhs (anti¬ 
cipated), It may, however, be noted that this income is only a 
very small proportion of the total expenditure of Rs.lU.I lakhs 
during 1967-68, 

$,hh The Institute has been greatly handicapped in its working due 
to almost complete lack of collaboration with the Organisation of 
the Development Commissionor, Small Scale Industries, and the 
present atmosphere of the Insti’/ute is characterised by an 
atrophy of spirit and action due to an intense feeling of frustration 
among the faculty members who have been generally ignored even in 
functional matters relating to course contents and training 
programmes of the Institute. 

SUGGESTIONS 

5.U5 ^1^0up would like to mention that training is 

is the primary objective of SIET Institute and research 
studies arc; needed to give faculty experience, maturity 
and confidence for training and for service. It will 
be basically wrong to give exaggerated importance to the 
research function so as to introduce a research bias in 
the whole programme of the Institute to the dotrirtEnt of 
the training and aarvioe functions* 
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In tho opinion of the Group, the oIET Institute 
eho-uW b3 developed as a.jfeulL«flodged Institute? for the 
extension personnel in the small scale sector* Its 
programme should be enlarged and Intensified so as to 
include training of personnel from the I5CSSI0 and the 
State Govfirnmonts in areas or subjects which will be 
directly relevant to the sphere of thcjir duties. The 
Institute should also arrange training of trainers from 
Small Iridustrios Associations which offer to organise 
their own training courses, provide specialised courses 
in different branches of manageraont* and arrange training 
seminars for senior administrators o.; the Industrial 
I3 dvg lopment Programme at the Central and State level, 

5»U7 The Group regret to note the lack of neosssary 

collaborative and coordinating spirit between the SIETI 
and the IXISSI, The Group feel that there should bo 
intimate discussion and ojllaboration between tho 
Institute, DCSSIO and the State Governments to 
determine tho course- oontont, method and techniques of 
teaching to ensure participation of the Central and 
State Goveirnments in the training programme of the 
Institute on a regular and continuing basis. The 
research programme of the Institute s'iould be ancillary 
to the training programme and should bo undortaten 
mainly to throvj up case material for improving tho 
course content and refining the teaching methods. The 
stu(^ of applied research problems relating to 
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small ijadustriGs. -sho old also rocoivc at'bcntion. But 
profitf’ciring should not be an7 motive of training 
institute, 

^,1,1.8 There is an urgent need to pool the vast amount of 

technological laiowledge and information that is already 
available x*Jith the DCSSIO and the CSIR and also arrange 
for th collection and compilation of results of technical 
research in different countries of the x-iorld. Such factual 
information for studying new techniques and now processes 
and their applications in improving quality and designs 
of industrial consuricr products will be of great help 
in evolving appropriate technology for.small scale 
industries* The SET Institute should br responsible 
for pooling together, analysing and bi’ansmitting to 
the ultimate users the vast amount of scientific and 
technical information which is available in the' country 
and outside, 

^,U9 The Group would suggest that a Small Industries 

Technical Documentation and Communication Centro should 
be set up ly the Institute on a priority basis. The 
emphasis in the working of the centre should be on the 
prompt compilation of the results of latest research in the 
field and laboratories and transmission of technologically 
useful information to industrial extension personnel and small 
scale industries. 

Next to the Governing Council and perhaps i 
the Council, the Principal Director is the key person in 
the administr’ .on and management of the Institute and 





it would b; no nxoggoration to sc that tho efficiency 
and impact of the Institute would dupcjnd in a great 
measure on the energy, initiative and imagination he 
can bring to bear on the prograiTime and activities of the 
Institute, 

5,5l Th Group strongly fcu-l that th Principal Director 

sliould be caivifully selected fi'om among p rsons who aro 
emotionally involved in th' small industries programme 
and have long •'nd varied expcirienoo in th: field of small 
scale industri s. The £X)st should not be considered as 
a kind of nfuge for offio-rs who can not bo suitably 
placed ulsewhere.. The Group would ai-so like to point out 
that in a short period of six years thi; Institute; has had 
four persons as Principal Directors and it is not desirable 
to males frequent changes in the Principal Directorship as 
the incumbent must have time to implement his ideas and 
make an impact on the programme and working of the Institute, 

5,^2 The Gnneral Dody of the Govern-ing Council of the 

Institute provides the noa^ssary leadership and coordination 
at the national level, but the real L'adc:rship and continuous 
guidance can como only from the main exocuti'vc of the 
Government responsible for tho planning, r’-rection and 
coordination of the small industries .'. ogrammo in tho entire 
country, i.c, the Development Commissioner, Small Scale 
Industries, Thorc:foro, to ensure close liaison between 
tho Institute and the DC (SGI), he vias initially made tho 
Chairman of the Governing Council; it is regretted that 
subsequentljr this was changed. The result has been 
exti'jmnly unfortunate, nay disastorous, Tho ix'lations 
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with the DC(SSI) arc,! vory strained at presrnt and the 
internal administration of the Institute is almost on 
the vei'gQ of collapse. The Group have no hesitation 
to sajr that the Development Commissioner (SSI) should 
again be: made the Chairman of the-: Governing Council of 
the Institute to ensure close coordination between 
the most important organ of the Governm: .b for the 
dcvcj lopmcint of small scale industries in the country, 
i,a, the Organisation of the DC (SSI) and the main 
agency for the training of the extension p;;rsonnel 
conoornod with the operation of the Small Industries 
Programme, i.e, the SIETI, 

The Group fool that the Principal Director should 
have frequent contact with the State Directors of 
Industries and Small Industries Service Institutes besides 
being in the closest touch with the Dc'vclopraont 
Commissionc'r to be able to cater to the training needs 
and requiix;mints of thc! main clients and „o modify and 
adapt the training coursers to bo of maximum usefulness to 
thc clients, 

Thc Institute should also taka steps to hold 
seminars in industrial o states to in 'erast thc small 
scale tenant units in the training courses and also to 
evolve short tenn courses suited to the roquirerSents 
of small plant owners in areas or fields whida will be 
of considerable benefit to them. 





At present, there is alinost npLoto lack of 
collaboration betnenn tho Principal i^iroctor and tlic 
Faculty Ibrnhers and this has led to almost a total 
collapsQ of tho intarnal/adninistration. The Group 
feel that there is need for intimate interaction and 
frequent (xmsultation betvi con tho Principal Director 
and the Faculty Mambers and that a system of wookly 
discussion with all Faculty Members should be introduced 
by tho Principal Director to keep a running check on tho 
progress of training courses and also to secure a 
substantial measure of functional and emotional integration 
among the; faculty members of tho Institute, 

5*56 Tho teaching faculty should gonera4.1y consist of 

parsons drawn from the fields with actiT;e experience of 
work in the promotion of small industries and it would 
bo desirable to rotate the faculty members between 
teaching and promotional jobs so as to give the desired 
practical bias to their training activities and teaching 
methods, Tho Group also feel that senior officers of 
the Stata Directorate and the DCSSIO should be invited 
as 'guest speakers’ to help the SIET Institute in 
running training programmes on practical linos. 

The i\3cruiting programme of faculty members should 
be rovievjod to secure talent, maturity and practical 
experionoe. It may bo necessary to allow higher pay 
in tho present scales to attract qualified and 
experienced people. 





5,58 It has bcGn found that thu training activity has 

deplnyTEiit 

suffered consequent on the < ^ of faculty 

nenbers on rosoarch progranurcs. The C-r-ap are of the 
view that the teaching faculty members employed on 
research work should be substituted as early as 
possible to ensure that there is no sot-back to tlie 
training programme on account of deployment of staff on 
research projects» 

5«59 The Group feel that top level international con¬ 

sultants who have.: acquired eminence in the disciplines 
in question may be dravm to the Institute for a period 
of three to four months, as collaboration with such 
consultants will help upgrade the skill and expertise of 
the Indian faculty. It will, thciroforc be desirable 
to utilise foreign grants to have a small group of 
foreign consultants to associate with tlm Indian faculty 
members of the Institute in specialised fields, 

5,6o The Group arc also of the opinion that the proper 

conduct of international courses requires careful planning 
and preparation. As a preliminary to these courses the 
Institute’s library should be well equipped with adequate 
material about various developing countries,- The training 
material also need to bo prepared and documented carefully 
before the commencement of the course. Another important 
faciliiy required for international cou.''.-; is an inter¬ 
national hostel and a separate training wing with sui+able 
seminar room. The Group would suggest that nccnssa?y 
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funds should be made available tc ue Institute to 
enabln it to conduct tho international courses in a 
proper atmosphere and with the- help of facilities which 
are absolutely indispensable for such courses, 

5*6l The Group feel that the annual grant +the Institute 

of R5»12 laldis should be adequately increased to enable the 
Institute to upgrade training facilities and to undertake 
research projects for building up teaching material without 
being forced to give priority to projects which are of no 
direct relevance to the small industry programme, but may 
yield a sizable income. The Group would discourage the 
idea of making the Institute even partially self-paying, 
as a training institute should not generally be meant so, 
5,62 Knoviledge and expertise of the faculty of the 

Institute should be continuously upgraded through retraining 
in India, and abroad. It is suggested that the faculty 
members sliould bo sent for foreign training in batches of 
3 to U every year and tho Ford Foundation grants which 
offered for such training should be availed of to 
mset. the expenses in regard to foreign traii^^ of the 
faculty members of -the Institute, 



UT. ADEOUACY OF SOMI! J^irOfflANT SCHEM]^ FOR 

OF a-FvU. IiaUSTRIE^ . 

A^ SUPPIY OF CREDIT 

6.1 Liboral floxir of credit is essential for a rapid ani 
sustained groi-rth of Industry, This is all the more true in case of 
small scale industries which work with tte b-''sr*o :^.isadvantage of a 
weak capital structure without access to capital market. The sriiall 
oneborprises do not normally find favour with the regular lending 
agencies because most of them are not in a position to offer acceptable 
security. Consequently these units have to borrow money from 
private sources at exorbitant rate of interest. They have often 

also to pledge their products at a price below the martet, 

6.2 The Small Scale Industries which are labour intensive 
and capital saving, which promote spatial and sectoral dispersal 
of the Industry and vjhich offer a convenient means for a fair and 
equitable distribution of national income, demand and deserve 
larger Governmental assistance, Though developmc: ^ of the small 
scale industries was taken up as a plan programme in the F5rst 
Plan, this sector witmssed phenomenal growth only in the 
Second Plan and onwards. The few small scale units that existed 
prior to 19^6 were engaged in conventional lines of manufacture 
using a few machines and producing simple products. But today 
the small scale industry has transformed itself into a modern 
mechanised sector capable of producing quality consumer and 
producer goods. This transformation warranted a higher order of 
investment which in turn boosted up the requirements of credit 
and finaiX5e, If the small industry is to groi^ on the lines 



erxvjfiaeed in the Industrial Pol-'cy Resolution 19^6, the credit 
requirements of this vital sector are to bo fully met. 

Credit frcm Institutional Sources 
6,3 Taking cognisance of the problem ot financing the small 
scale industries, Government of India, State Governments and 
Reserve Banlc of India took various measures direct as well as 
indirect - to extend institutional and Government credit to 
this sector of the industry. The main object of j.1 such measures 
taken by various organisations is (i) to increase the floiir cf 
finance to small scale unitsj (ii) to liberalise the terms and 
conditions of this assistancej and (iii) to institutionalise the 
floi4 of such assistance . The Second Plan period witnessed the 
beginning of a positive and definite process of institutionalising 
finance to the small scale sector, A firm, foundation was laid 
in this direction ivith the establishment and/or extension of 
specialised institutions lilce the State Financial Corporations, 
the National Small Industries Corporation and "Uie Refinance 
Corporation of India, The State Goverments broadbased the 
programme of industrial estates and provided exter credit 
on liberalised terms under the State Aid to Industries Act, While 
commercial banks as a vrhole lagged behind in this process, the 
State Baric of India under its liberalised schemes made some 
significant advance. Another landmark has been initiation of 
the Credit Guarantee Scheme by the Reserve Banlc of India, 

• Types of Credit required for Small 

Scale Industry , 

6 ,U The financial requirements of an industrial unit.' can 
be divided into two groups, viz, (i) long and medium term and 


(ii) short-term. The long and medj.um term financial assistance is 
needed to acquire fixed assets like land and building, machinery 
and equirjnenfc, ^tc,, while the short term i,e, working capital is 
needed to hold stocks of rat'/ materials, finish: ^ goods, and to 
meet day-to-day requirements of running an enterprise. The following 
are the Government and institutional agencies which are providing 
different types of assistance (shot-jn against each) to the small 
scale enterprises in the country:- 
1, Long & Medium Term Loans 

(a) Loans under State Aid to Industries Act/Rules 
by the State Governments (Block Loans), 

•}>‘(b) State Financial Oorporations 

(c) Participation in equity capital 

(d) Supply of machinery on hire purchase 
basis by I'EIC and ESICs, 

(e) State SmaU Industries Corporatiorr (SSICs) 

(f) Medium term loans and instalment credit 
system of the State Baiic of India and 
other commercial barics» 

(g) Built-up factory accommodation in industrial 
estates (not dealt ’with in this study). 

Short Term Capital 

(a'l State Banlc of India 

(b) Commercial Banlos 

(c) Industrial Co-operative Banks and others . 

3. Credit Guarantee Scheme 

(a) Reserve Banlc of India 

(b) The National Small Industries Corporation 

A brief resume of the working of differen"^ ‘nstitutions and 
Government Schemes for financing of small scale industries is 
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n ' 

Loans under the Sta^e Aid to 

^’dosti-lo's A'c^yRul es 

6 .^ Under the State Aid to -Industries Act,loans are available . 

to the small scale units on liberalised terms and conditions from the 
State Directors of Industries in every State, Now in almost all the 
States loans upto Rs,1,000/- are ach/anoed on personal bonds, upto 
Rs,^,000/- against one or more personal sur-•':'.as and above Rs,^,000/*- 
at of the security offered including the assets created out of 
the leans, ThestJ loans are repayable in easy instalments spread 
over 10 yeai's and the rate of interest charged is-2?^ for loans 
upto Rs,2 lakhs to industrial co-oporatives and 3% for loans upto 
Rs«50,000/- to private entrepreneurs. Normally a loan to an 
individual party is not to exceed Rs,! lakh and to an industrial 
co-operative, Rs.2 laldis without the prior concurrence of the Central 
Government, During the Second Five-Year Plan period, a sum of 
Rs. 12,91 croros was disbursed to small Scale and cottage units under 
this Act, However, State-wise spread of this amount has net been 
uniform. Nearly one-third of this amount : disbursed in the 

of Punjab and Uttar Pradesh only. This is so because in Punjab the 
tempo of small industries developmL-mt made much headway while in 
U,P, loans advanced to cottage industries were quite substantial. 

The disburseront of loans under this pro ramne is of the order 
of Rs.l7.6o crores during the Third Plan period. During 1966-6? 
loar^ disbursed under this'head are anticipated to bo around 
Rs .3466 crores, A provision of Rs,U ,68 crores is made for the 
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Loans Dlsbursod through State 
I'inancial 'CorporatX;^« 

6#6 To facilitate expeditious processing of applications and 
disbursernent of loans, Stnall Scale Industries Board recommended to 
the State Governments that at least 10^ of the block loans should 
be routed through the State Financial Corporations. Nine State 
Governments, viz, Andhra Fradesh, I&harashtra, Uttar Fradesh, Punjab, 
Rajasthan, Orissa, Assam, Kerala and Gujarat have accordingly entered 
into agency agreements vjith their State Financial Corporations (SFCs) 
for disbursing loans to small enterprises. Generally loans above 
Rs,10,000/- are routed through these Corpcratiors • Out of the 
total amount of Rs, 12<,93- crores disbursed under the State Aid to 
Industries Act during the "Socond Plan period, V. -ns amounting 
to Rs.l.^O crores had been routed through the SFCs, This is a 
little more than 10^ of total amount disbursed under the Act, 

6,7 The loans disbursed by the State Financial Corporations 

on behalf of the State Govermei.ts hnve been stepped up 
considerably during the Third Plan period. The amount advanced 
by different Corporations by 31st March, 1?67, is given below;- 

Amount advanced 
“^Rs, in laichsy 

1, Bombay State Financial 

C orp ora tio n&.» 39 

2, Andhra Pradesh State 

Financial Corporation, -o 

3* U,P, State Financial 

Corporation, 18U,70 ® 





U. Purgah-Sta-te Financial 


Corporation* 6U*itl 

Assam State rinancia l 

Corporation, 5*93* 

6 * Rajasthan Financial 

Corporation, 7,5l 

7* Gujarat Financial 

Corporation, 21*79 

8 , Kora la Financial 

C orp ora ti on, 79 # U3 

9» Orissa Financial 

Corporation, '15^3 


lakh s 

6*8 Some of the State.Governments viz* Bihar, 

Madhya Pradesh, Jammu & Kashmir, Madras, f-Jrsore and West Bengal 
have not yet implemented the recommendations of the S*S,I* Board 
regarding routing of block loans through the SFCg to that extent, the 
process of institutionalisation of the fla; of finance is being 
hampered * 

6*9 The unsatisfactory progress made by some States in this 
regard is duo mainly to existing procedures an:^ terms and conditions, 
which are responsible for considerable delay in the processing of 
applications, 

Equity Participation 

6,10 The principle of State participation in equity capital 
was stressed in the Industrial Policy Resolution of 1956*. During 
1957-58 the State Government of Orissa made an attempt in this 
regard and a special scheme"to encourage qualified technical 
@ Includes adv'anceV- eut o'f celd W’tibrago Vefeme * 

* Represents amount disbursed frem the funds placed at the disposal of 
the Corporation by the Industries Department - Major Industries Branch, 




persons.with limited capital rcsotirces to take up small scale 

eirtorprisos ■was infcrodH®od in the State# The scheme envisaged 

the setting up oj. small scale units by private limited companies 

in which the entrepreneurs will have at least 10^ of total 

investment, State coiAributing the balance of 90^, Each unit 

will be run by the entrepreneur as its Managing Mroctor, the 

State Govermonb having its representative m tie Board of Directors, 

The entrepreneurs will be given an opportunity to purchase Goverment 

shares over a period, Heceritly, the scheme has been modified 

converting a part of the Governmert equity shares into long term 

loans. During the period 19?7-61 as many as h2 companies were 

floated under this scheme. Out of this only 31 wore in production 

by 1961 - 62 • No new companies have boon started under the scheme 

since 1961*^2, The total capital investment by the State Goverment 

under this scheme was of the order of Rs»?U,81,390/-« "tho 

31 cempanies in production, the number s earningi; 

profit was 9 in I 96 I -62 and I 6 in I 962 - 63 , From the above facts, 

it is quite clear that the Orissa experiment- h .s not achieved 

the desired success. The basic defect of the scheme, it is found, 
high 

lies in the vcrjr^rcentage of. State participation in the share 
capital which tends to leave little incentive for the entrepreneur 
to run'the industij with drive and imagination. This method 
of fimneing small enterprises is, no doubt, full of pobontialitios 
in all the States, but care has to be taken that public funds 
do not go into wrong hands leading to the failure of the 


venture. 



-sll?:- 


6,i.l Roconbly, I&harashtrc. Government has also evolved a 
scheme for-oqnity participation Jn the share capital of small 
industrial units, tlirough the I-tiharashtra State Small Industries 
Corporation, Under the Maharashtra Scheme the technicians and 
technologists will be encouraged to float small scale private 
limited companies in which the Government will subscribe to the 
extent of or, under exceptional circumstances even more, and 
■the entrepreneurs subscribing the balance. It has been laid 

down further that the capital structure of the cr .-.panies to be 

' * ■ 

set up under tlie scheme should be such that they xd.ll remain 
at least for more than five years small scale industrial units 
and should not cross the capital limit prescribed for the small 
scale units. Excepting Government control on accounts, in all 
other organisational and technical matters the unit will be 
free to function as a normal company, Hoviover, there will be 
a‘member or txjo on the Board of Directors to look after the 
interest of the Government, The scheme came into operation recently 
and it is too early to ;Judge its impact. 

6.12 The Planning Commission in the Draft Outline of .the 
Fourth Five-Year Plan set aside an amount of Rs.lO crores for 
facilitating partiol.pation in equity share c apital of the 
small scale Units through the State Governments, The scheme 
is yet to be finalised, 

6.13 The 5tato Bank of India has recently introduced a 
scheme for assisting craftsmen and technician-entrepreneurs 
in starting nevr small scale units by providing them capital 
resources. The scheme is being tried on a pilot basis. One 



limitation of the scherK3 is that the tochrAcian-.Qnta:*eprencurs 
have to set up their enterprises, in Industrial Sstates. Since 
accommodation is not available in estates located in centres 
which are considered favourable from indus-brial groi^th point 
of view, the response fron entrepreneurs has not been satisfactory. 
It. is too early to judge the progress of the scheme. 

State Financial Corporations 

6,lU The State Financial Corporations, started under the 
Act of 1951 , arc functioning in almost all ^ States, Those 
Corporatiois, in practice, advance leans to meet the long, 
medium and short-term requirements of small and mcdi'xm scale 
uni-ts. The short-term loans advanced by S.F.Cs bear a fixed 
percentage relationship to lor^-term loans. The rate of interest 
charged by the Corporation is ordinarily and with a 
rebate of lialf per cent for regular or tiraoly payment. Generally 
the loans to a single enterprise range from R3,25,000/- to 
Rs,10,00,000/- and are advanced against ^0 to of the value 
of assets offered as security, including those created out of 
the loans» Besides interest all incidental cliarges like stamp 
duties, mortago deed, etc, are charged from the taanee units, 
in most of the States, 

6,1^ The loans sanctioned and disbursed by the State 
Financial Corporations to small scale units from conmoncement 
of the Third Flan are given in the folloxjring statement:- 



Year 

No. of applica- 

Amoimt Sane- 

Amount 

tions sanctioned 

tionocT, 

(Rs, ill 

disbursal 
lakhsy 

31-3>^1961 

GU6 

72U.87 

UII.96 

31-^3-1962 

1238 

1092.26 

607,65 

31-^3^1963 

15U1 

1303.Uo 

830.39 

31-3-^196U 

190^ 

1688.^9 

1103,61 

3U3--1965 

2203 

1780.8P 

1353.56 

■3U3-1966 

2606 

2033.39 

1599.32 

31-3-1967 

3126 

2530.27 

1929.90 


6.16 During the last twolvo J^ars loans amounting to Rs,2530,27 
laWis wore sanctioned by the State Financial Corporations to 3126 
small scale enterprises out of their am funds. Of this, as 

much as R3,l929.90 lakhs vrere disbursed. The figures do not 
include loans disbursed on behalf of ‘Uie Sta'bs Governments under 
the agency an’angemcnts. The performance camiot be, hajover, 
considered encouraging in vissvt of the role assigned to the 
SFCs for rriooting the roqu5xGracnts of term loans of small scale 
industries. State-wise position regarding loans sanctioned and 
disbursed by S’ta'te Financ5.al Corporations is give--' at Appendi): VIII, 

6.17 The position as on 31-3-1967 with regard to the small 
scale and "otlTcr units'* in tlxis connect5.on was as follows {- 



No , of loarjs 
saiicfionctl. 

Amount Amount 

sanctioned disbursed, 

(Rs, in Or ores) 

Small Scale units 

3126 (6Uri) 

25.30 (21^) 

19.29 (195^) 

Oblier units 

1733 (36^) 

96.72 ( 79 %) 

80,19 (81^) 

Tubal 
(all units) 

U859 (100^) 

122.02 (locr%) 

99M (loo;:) 





6,18 It may bo »Et'iced from tho above figures 


that although small firms constituted the majority of 
loanees (6^^) yot their sliare in loans sanctioned and 



loans nhiTTFcJ vjas disproportionately low teing only 
2h% and 19 ^ respectively, 

(a) The State Financial Corporations have developed a preference 
for investing their funds in the medium scale units and the bigger 
among the small scale units, with the result the really small units, 
which need institutional credit most, are le:‘. zo fond for themselves 
or taka recourse to hundi system at an exorbitant rate of interest, 

(b) The industry-wise analysis of loans reveals that the bulk of 
loans/advances has gone to'the traditional industries like food 
processing, oil pressing, textiles, etc. The State Financial Corpo¬ 
rations have given very little support to the new and sophisticated 
small industries, which have come to be established in largp numbers 
in the fields of metal products, machinery, machine tools, electrical 
equipment, chemicals, etc, 

(c) Small Scale industries find it difficult to obtain loans from 
SFCs because of tlie cumbersome procedures and the rigorous forma¬ 
lities insisted upon by the State Financial f' - : ix>rations, 

(d) The security m.argins retained by the State Financial Cor¬ 
porations are rather high. Most of them did not implement even t!ie 
recomivendations of the Reserve Bank of India regarding margins, 

(e) The State Financial Corporations are security minded and 
have not teen able to imbibe the "dovelopmentat"titude" expected of 
them, 

6,19 The suggestions which have been made to the Group ly various 
agencies to bring the transacti ns of the SFCs in line with the 
principal objective of accelerating’ the growth of small industries 
are summarised below:- 

(a) As mentioned earlier, only about 1*^' of the funds of 
State Financial Corporations are being syphoi^jd off to the 
small scale sector, view of the important role assigned 
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to the smaU scale sector dqri«6 the sue -isivo Five-Year Plans 
and beocn^ «rf-x oo create larger employ at opportunities 
and secure more equitable income distribution, it will be 
necessary'to stipulate that a higher percentage » say a minimum 
of, 60 to 7^ per cent of the loanable funis bo earmarked for the 
small scale industries* With the recent revision of definition 

I 

of the small scale industries to include iniustrial units with 
investment upbo Rs*7*5 lakhs in plant arsi machinery only, 
considerable proportion of the medium scale units lujw come into 
the small scale sector. Therefore, no hardship would be caused 
to ary Industrial sector iy Implementing this recommendation. 

(b) The resources of the SFCs should be considerably 

augmented by capital and loan resources from the ?tate Governments 

and subscriptions to capital and bonds from , General 

Insurance Companies, Comnercial Banks, State Banlc of India, the 

Reserve Bank of India and the I.D.B* of India, The SFCs should 

■and * 

issue debentures, a part of them boirig taken up^ftinder-written 
by the I.D.B,I, 

(c) As a main source of lOTig-tcrm institutional finance 
to the small scale sector, the State Financial Corporations 
should orient their attitude and outlook so as to inculcate in 
their staff the developmental outlook which is extromoly desirable, 
if the growing small industries were to be benefited to the 

desired extent. At present the credit policy is exclusively ’security 
Oriented’, 

(d) In view of the urgent need for institutional 
participation in the equity capital of the new, small scale 





xndiistrics, iJtatc Finarscial Corporations should bo required to 
participate in tho equity capital on a select^ basis to start 
with, 

(e) The state Financial Corporations should have a good 
deal of operational flc:cibility to overcomo the difficulties 
created by the rigidity of c:'-‘ sting procedures to be of real 
help to sTiall industries xi/hich admittedly suffer from a number 
of limitations including inability to'submit audited accounts. 

The IDBI should refinance all loans made by the 

S iF #C s , 

1-IBDIb!'! TERM AW IMSTAIMCMT CRSDTT La-IFS OF 
Tia" ST AT S' BkKK of mWi 

6.20 Medium-term loans are granted by the State Bank of India 

to moot the financial needs for purposes of .:.>qDansion, modernisation, 
renovation, etc, of the small enterprises. The period of those 
loans extends upto 10 years and is closely related to the capacity 
of the units to repay the loans out of profits. Those loans are 
advanced against a dual secuadty, a charge over the uncncwiibercd 
fixed assets of units as well as the assets acquired from tho 
loan. In certain cases, a third party guarantee may also bo 
callod for by tho Banlc, Tho effective rate of interest for 
medium-term loans granted by tho State Banlc of India is at present 
8-^^ per annum, 

6.21 By tho end of September 1967, medium-term loans 
sanctioned by th® State Banlc of India aggr: ;; ...ed to Rs,3»9l croros. 
6*22 Instalment credit loans are advanced by the State 

Banlc for obtaining movable equipment, new or second-hand, as long 



as tho oquipmont is in a reasonably go<^ working condition. Undpr 
this scheme the loanee has to ma^ce a down, payment of 20 to 2^^ of 
tho cost of equipment to be purchased while tho rest is financed 
out of the loan. Tho loans sanctioned .under this scheme are to • . 
be secured by a charge ov6r the equipment to be /archased, and, if 
necessary,- over tho other unencumbered assets of tho applicant 
unit. The unit may as well furnish a third party guarantee in 
view of hj'pothecation of assets. These loans ^e repayable over 
a period not exceeding $ years. The finance char^ levied on 
instalment credit loans works out to 9^ on outstandings. 

6.23 The loans sanctiohed by the State Banlc of India under 
the scheme amounted to Rsol^.lU croros to 98 I; units upto September 
1967 . The subsidiaries of the State Sank of India have sanctioned 
instalment credit loans amounting to Rs.0d66 croi*es during the 
same period, 

6.21; In comparison to the medium-term ‘ he progress 

of tlie instalment credit loan scheme is quicker. While only 383 
units were assisted under the former scheme, as many as 98 U units 
were sarKtioned loans under the latter scheme • The quantum of loans 
per unit under the latter scheme was, however, much smaller, 

CRT-TERM CRJDIT - STATE BANK OF INDIA 

■ ■ . . — - 

6,2^ The State Bank of India introduced a Pilot Scheme for 
co-ordinated credit in Phrch, 19^6, in 9 centres and gradually 
extended it to other centres so as to cover all its branches since 
January 19^9. 

6.26 The State Bank*s assistance scheme has two main facts, 
via. (i) provision of co-ordinate 4 finance and (in.) liberalisation 



of terns ounditlons for advancing loans to small scalo 
units » 

6.,27 The schomo is implemented •with the assistance .of a 
working group at each intensive centre consisting of ■He 
represen'tatlres of State Directors of Industries i^eoncernedj SISISj. 
SFCs and the S'bate Bank of India* In each circle of the State 
Bank, a local Co-ordination Committee' co-ccrdinates its entire 
work viiich at the caeibrel level is under the gt^rvlsion of a 
Central Co-ordination Committee* 

6*28 ■ . The main features of the liberalisr ’ procedures adopted 
•hy the State Baric of India for gr^-nting loans to snail scale 
industries are detailed below?- 

(i) Qmall scale units in manufacturing activities -ttia-t 
have good prospects are now c' tertained for financial assis'tance 
by the State Bank and its subsidiaries even if they do not main'tain 
a satisfactory debt/e^hity ratio or arc unable to provide adequate 
margins or are unable to go in for the lock and key of advances 
the factory type of advances being mde available to ihem in 
such cases, 

(ii) Accommodation is now allcuied against the hypothecation 
of stock-in-process on the retention of slight?^- higher margins, 
if this is genuinely needed by units* (This I'cluxation is 
applicable to units borrowing only from thp Sta'te Bark of India) • 

(iii) Margin is now reduced in the case of conbrollod 
canmodities in short supply ar.d where wide price fluctuations 
are not apprehendod, provided units genuinely require ttiis 
concession. 
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6.29 IJith a small becinning in 1956, tho State Banic of India 
credit to small scale industries-has made a sub.starrtial progress. 
The vjorlcing capital limits sanctioned and in force increased from 
Ro.lO.TO lalchs in 1956 to Rsel2,56 crores b7 31~3»'l96l. As on 31st 
December 1967j tho working capital limits semetioned and in force 
were of the order of Rs*108.86 crores (Rs»8U,99 crores by the Bank 
and Rs,23*87 crores by tho subsidiaries). Under the scheme l6,95l 
small' scalo un5.ts ^^ere benefited, 

6.30 Tho amounts advanced by tho State Banic ■? ' ards v;orking 
capital.requirements of small scale industries from I962 onwards 
are given in the following statoment:- 

Fro^ossive Totals 

Year No • of units himit sancTJbrjod (Outstanding 

assisted, and in force, 

( Rupees in IcJchs ) 


31-3-1962 

3I425 

l)+08,08 

651,51 

31-3-1963 

1+020 

1899 a5 

929.96 

31^3~196U 

5227 

2675.69 

1283.U2 

31-3-1965 

7756 

1^539.00 

2202,03 

31-3^966 

11528 

6565.22 

31+26,1+5 

31-3-1967 

11+2.75 

8560,00 

1+1+60,00 


6,31 These figures indicate that significant progress has 
been achieved by the State Baric of India in advancing vrorking 
capital loans to small scale enterprises, Particu'arly these 
advances have considerably increased from tho second half of 
tho Third Plan period, Karever, taken as a whole, tho credit 
made available by the State Bank of India and its subsidiaries 
is still far from being adequate in relation to the needs of 
tho small scale sector. Even at present nearly 85^ of iho 
financial needs of the small industries (including tho non-registerod 
firms) are sought to bo met from non-institutional sources. 
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(iv) icitQvs of credit, inland as -sll as foreign, are 
nil m.rod -todic astablished at cc ^pcssional r-^tes of margin, or 
oven without margin, whore necessary and tvarrantod. 

(v) Advances against the pledge of machines (factory 
type advances) for mooting the working capital requirements of 
approved units,-aro noi^ alloxirod Tiiere the units are genuinely 
unable to get adequate worlcing capital limits against raw materials 
and finished products alone. 

(vi) The rates of interest applicable t'' small scale 
industries have, in general, boon reduced in comparison to the 
rates of interest applicable to other industries. 

(vii) Branches have been authorised to assist approwd 
units in the matter of getting power supply, quotas of raw 
materials, etc, by fon^arding their representations to tho 
concornod authorities. 

(viii) Collatoral security was previously being invariably 
taken for sanctioning overdraft facilities against supply bills 
drawn on the DGS(SD. Branches arc now authorised to waive this 
roquircanent i;herover warranted and necessary. They liavc also been 
authorised to reduce margins in suitable cases, (.iiis relaxation 
is applicable to urdts borren-jing only from the State Bank of 
India as the DGS&D has not allowed certain facilities in this 
connection to tie subsidiaries of tho State Bank of India x^Iiich 
he has alloxjcd to tho latter). The liberalised scheme of the 
State Bank of India is being operated by its subsidiary 
banlcs also. 





6.32 Tho inadequacy of credit assistance for working capital 
will also bo apparent from the number of unit-^ benefited as a 
percentage to the total numbesr of small scale units in the 
country. As against nearly one lakh tt-jonty thousand small 
enterprises registered wi.th the State Directors of Industries, 
little over 17,000units or lU^' of the units have received 
fir^ancial assistance from the State Bank of India and its subsidiaries, 
If anotter two lakhs units under the potential coverage of the 

Small Industry Development Programme, but not yet registered with 
the Directors of Industries arc taken into account, tte percentage 
of units assisted will come down to only. 

6.33 Financing of small scale industries, according to the 
State Banlc of India itself, presents problem.^ administration 
as well as organisation - the most important being those relating 
to I staff attitudes', Inspito of several measures initiated by 
the Bank for bringing about the desired change, the progress 
achieved so far does not indicoxto required transformation in 

tho 'staff attitudes' in all branches of the Bank. 

6,3U Stipulation of high margins while giving 'cash credit' 
facility against security offered, or v/hile opening a letter 
of credit for import of raw materials have aggravated tho 
financial.problems of the small industrialists. Because of tho 
high margins retained by tlio Baric, it is not possible for tto 
small industrialists to got adequate advances against 

hypcrthcoation of raw materials, finished goods, etc. According 
to the State Banlc of India, the units x-zith a satisfactory credit 



standing and porformnco nay enjoy substantial relaxation in 
tlie matter oi margin* Hovrevor, gci'ierally speaking, 
case of sma.ll scale ii-K-Tustric'j the margins retained arc very 
high and rarely belcnj 2^%» 

6o 35 Units having"'borroi;ing facilities from 'the SBI, it seems, 
have still to resort to the system and non-institutional 

private soarces, v^ich is an indicator of the inadequacy of tlic 
credit facilities provided by the State Eanlc of India. 

H Commercjnl Banks 

6.36 Commercial Banks are also advancing rV-rt-term loans 
to the small scale units, though these banks do not have 
comprehensive scheme as are being opcra.ted by the State Bank of 
India, Data regarding their contribution towards supporting the 
small cn'terpriscs is also scanty. According to the Reserve Banlc 
of India, the total loans advanced by the Commercial BanJes during 
the Third Plan period tovjards working capital purposes amounted 
to R3,!j1,1 crores. But it may be added tha.t buUc of the 
advances from the Commercial Banlcs (excluding the State Banlc 

of India) were given to the conventional industries lite rice 
mills, flour mills, oil crushing units, cotton ginning and 
pressing units etc, vrhich do not cane under Smo",. Industries 
Deve lopment Programme, 

Co-»opcrative Banilcs 

6.37 Though it is kno;m that sane industrial co-operative 
banlcs,■ especially urban banks, are evincing interest in financing 
small enterprises, the contribution of the co-operative banlcs in 
meeting the credit needs of these units, especially those oi-rncd by 
private entrepreneurs seems to be marginal. 



CRElJir GUARA-IOES SGI-IEi'IE. 


6,38 The Reserve Bank of India, as tut agcait of the Govormeit 
is oporatinc the Credit Guarantee Schcjie birjce July I960, The 
schcnic nov; covers the entire country and is draTm up in such a 
way that the financial institutions advancing short term or long 
term loans to small scale units vriLll be able to recoup a substantial 
part of their loss, if any, under tlie scheme. The amount so 
recoverable varies with the amount of the loan as well as the 
ultimate balance in default, the cover being higher for the 
smaller loans. The scheme has given full incentive to 
cOTimercial and co-operative banks and State Financar.l Gorporatiore 
to advance loans in a big way to small scale u: .os. The progress of 
the scheme is detailed in the folloi-ning statement; - 
At the end of; 


(Amount in crorvs of rupees) 



March 

ISxrch 

l9^ 

Mwch 

March 

w 

March 

March 

1966 

March 

W“ 

^b, of districts 








covered. 

26 

52 

— — 

vjholo country 


— 

Applications 
received (Ciimmu- 
lativo) Nos, 

610 

2523 

U981; 

9799 

17,85U 

31,109 

i;8,9l2 

Guarantees issued 
(Nos, Cummulative) 

^66 

23U8 

li589 

86UO 

Ui,581 

27,008 

Ul,552 

Amount Gueir-antced 



16,60 

32,76 

58.70 

1C6,56 

159.02 

Guarantee Out¬ 
standing No, 

w>. 

1830 

2318 

h2l3 

6687 

12,8" 

16,92U 

A.mount 

m 

5.97 

8.91 

16.55 

28.21 

U9.70 

69.06 


6,39 

It is not necessary under 

the scheme for 

the financial 


institutions to enforce the security or resort to legal 
remedies before invoking a guarantee. It is sufficient if the 






ciorault in tho borrowed account occurred during the period of 
tho gerrean^oo and the default xms inttoatod to the Rosorvo Barilc 


x^ithin 15 da;rs froti tte date of Goqjory of tlio guaranbeo I'lo 


liK\it is specified after this stage for invoicing of the guarantee 


by tho fimncir.l institution. Hox^ever, when ov guarax\tee 
invoked, the amount payable is required to be r -■<! within 30 days 

of t!ie receipt of tho claim by the Guarantee Organisation, 
Tlxeroafter tlxe financfrl instituta.ons should take such steps 


as may Ikj necessary for realising the Txalance and the reGov3r5.es 


should be shared be-'etjoon tho Gcrrarrniont and tiie. financ5-al 


institutions in the proscribed manner. Thus in making an 
asscssmono of the experience under the sclxeme the follwing 
factors are to bo taken into accounts- 

(i) '^h3 accounts in resp ect of t/aich there have 
been defaults (normally default occurs a few 
years, say tx^o or three, after an advance is 
granted); 

(ii)i^!i!.e account in respect of which claojns have 
been prefei’red and paid (the finan ■.:.i 
insti-tutions norriio.ll^/ inu’olcod a 2 iaranbee only 
in e:rtrems cases) j and 


(5.ii) ^he extant of recoveries in the claim pa.id 
account, which will be spread over a period 
of years from the date, of pa 3 /mont of the clairaj 
the ultii-iiate balance which will prove to be 
irrecoverable alone can be deemed as loos. 

Thus, a claim will materialise only after a 
lapse of a fev: 5 a 2 ars and the detersiination 
of the loss will take a further period of 
time. 


S TATS MNK CF IMDUI & HSIO GUA-Rf-HCEB 5CHS3^IB 
6,ii.O In January 19^9# State Bank of India in collaboration 
with the National Small Industries Corpoi'ation, introduced a 
Guarantee Scheme whereby a small scale unit participating in the 
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Gov^rnniertb purchase prograimie could get t financial assistance 
from the Bank for the purchase of raw materials. This scheme 
initially did not prcxve popular because all the credit facility 
cov'ett’ed only one stage of the supply. After necessary modifications 
the new scheme, which is knoi-m as NSIC Guarantee Scheme No,2, 
has been introduced since 1st March, 1965. This new scheme 
which meets the financial needs of the small scale units for 
executing the Government contracts covering all stages of 
production from the purchase of raw materials to the discounting 
of bills. The scope of Govermenfc contracts is also enlarged to 
include orders from Central Government or State Government 
Agencies including public sector undertakings. Under the 
National Small Industries Corporation Guarantee Scheme No.2, 

22 units have been assisted as on 30-9-1966, The total 
limits/liabilities in force during this period amounted to 

lb,9*35 lakhs, 

6,hi According to the State Bank of India, the scheme is 

expected to gain further momentum. It is understood that a 
scheme is under review wCLth a view to removing seme of the 
procedural difficulties presently esqjerienced in its working. 

The scheme at present does not apply to subsidiaries, 

6,h2 The State Baric of India and its subsidiaries account 
for the bulk of the guarantees issued so far, in view of the 
policy decision taken l:y these banks to cover ,all their advances 
to the small scale sector under the Credit Guarantee Scheme. 
Cctnmercial Banlcs have not sha^n much interest in the scheme 
as yet. It is expected that the advances made and preferred 



for gua.rantp<5 by these banlcs -x^ill..increase substantially in the 
near future, 

6 ,'(.3 Thougiuthe number, and amount, of .claiins-paid so far has 

not been signifioantj the number, nnd amount of defaults reported 
to the Guarantee Organisation are on the inci*ca',. , It is too 
early to say what proportion of this amount will result in claims. 

It cannot, therefore, be stated that so far t5t|^ has been sufficient 
experience of the working of the scheme, 

An Appraisal 

6 , 1414 . The small scale industry sector has been getting a 
small fraction of their credit requirements from institutional 
sources. In fact, it lias been assessed through' surreys conducted 
by the Organisation of the Development Cramis si oner .(Small 
Scale Industries) that on an average only about 20 per cent of the 
credit rteod.«? of the small scale sector are being met by institutional 
sources, the contribution of non~institutional s' rccs, including 
the loans given by friends, relath'os, etc, and the capital 
provided by the entrepreneurs themselves amounted to about 
In this connection it ijould be interesting to refer to tlie volume 
of assistance given by different institutional sources to 
industries in general during tho Third Plan period. The 
relevant figures are i;^%^i.oned belcsi: 



( Croros of Rupees) 



Loans 

Underwriting 
and direct 
subscriptions. 

Total Assiatanc© 
Saiictiohecf 

rioshiiirsi 


111*^ 

13.5 

125 0 

79 •h 

IFGI 

131.2 

19.8 

151.0 

90 ck 


(2k^) 



(8.8) 

ICICI 

83 cO 

23.1 

106,1 

65.5 


(56.1) 


(56,1) 

(35.5) 

SFCs 

90 ;5 

8.7 

99 .2 

67.0 

SIDCs 

1.3 

10,8 

12.1 

5*6 

Sub¬ 

—— 

75.9 


307.9 

total 

(80c6) 


(80,6) 

(iiii.3) 

OTI 


11 ;i 

ii;i 

9.5 

lie 

16,7 

52.2 

68 o9 

U6,5 

Sub¬ 





total 

16.7 

63.3 

_ ^ _ 

56,0 

Grand 

U3U;2 

139.2 

573.11 . 

363:9 

Total 

( 90 . 6 ) 


(80.6) 

(l4il.3) 


Notet Figures within brackets relate to foreign currency loans, lich are on 
pro-devaluation basis* 

Source; Annual Report of IDBI* 

6*U5 It will be seen that an amount of Rs(.573»U croros was 
sanctioned by various financial institutions during the Third- 
Five Year Plan for all.lypes of industries - largo, medium and 
small, but excepting an amount of 1^.13.08 creres advanced to 
small scale industries by State Financial Corporations, the 
entire assistance went to large scale industries. 




6.U6 It may also bo montionsd that out of a total baric 
credit of Rs-23U6.8 crores; O’t the-end of March, o6, Industr;/" 
claimed Rs.l 509.8 crores. Csf^this, the amount available to 
aiall scale industries was Rs.90,8 crores or approximately 
6 per cent of the total baric credit to industry, excluding 
the credit provided to conventional industries liloe the rice 
mills, flo’or mills, oil and dal mills, cotton ginning and 
processing, etc. Out of the total banlc credit supply available 
in the country, therefore, the large scale sector received 66 
per cent and the small scale sector less than U per cent, though 
the con'tribution to national income of these sectors was 5 per 
cent and 3 per cent respectively, 

6,hi It ha.s been estimated that the investmc :t in fixed 

assets in the small scale sector is likely to reach the figure 
of Rs«.670 crores at the end of the Fourth Plan (1973-7U) as 
against Rs.U 80 crores in I968-69. This means that the additional 
fixed investment during the Plan period would be of the order of 
Rs«l90 crores. Besides, R 3.70 crores will be needed toward replace¬ 
ment and renovation of 25 per cent of the plant and machinery 
valued at Rs .282 crores at the end of 1968.69, A provision of 
Rs*27o5 crores has also been suggested for the special programme 
of modernisation of specialised industries. In all, therefore, 
the additional fixed investment needed by this sector would 
be of the order of Rs,300 crores at least by the '-nd of the Fo'orth 
Plan period. In addition, vjorking capital i'oquiremenb would bo 
of the order of Rs,700 to Rs.800 crores by the end of 1973-7U. 



If the ontropreneurs themselves provide out one-third of the 
finsnoe required, it would be still necos-'’a'''' for institutional 
sources to provide fixed caprbal to the tune of Rs.200 crores and 
xiforking capital of the order of Rs*U70 to Rs*5U0 crores. It may 
be mentioned that the Credit Sub-Committee of the Small Scale 
Industries Board has put the fixed capital requirement of the 
small scale sector at Rs,U25 to Rs,U80 crores try 1973-7U and the 
working capital requirement at about Rs,700 crores, 

6,148 The future policy and programme for building a 
modernised self-reliant small industry sector has to take into 
account the imperative need for a balanced allocation of resources 
as between the small and the large scale industries. This is 
essential particularly in view of the positiv'- contributions made 
by the small scale sector in creating employment, facilitating 
better spatial distribution of industry activity and ensuring 
more equitable distribution of national income. It would bo 
appropriate to allocate at least one-third of the total bank 
credit meant for industries for the development of small scale 
sector under the Fourth Five-Year Plan, 

6 J 49 It would,be pertinent to review some of the suggestions 
and views expressed by concerned agencies including the Piesorvo 
Baric of India, the State Baric of India, etc, on the question 
of supply of credit to the small scale sector. The Reserve 
Baric \j£ India has highli^ted the med for gre cor responsiveness 
on the part of commercial banks to the needs, active and latent, 
of small industries, larger measure of financial support to the 
State Fimncial-.Corporations by the State Governments, a clear 
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definition of tho areas of operation for ether financial and ^ 

iiiStitutions fct up by tliB State Qo'vto 4 j sorv*ai)il.<-m.ng 
quasi-fitpnciail^f existing policy and procedure cf banks and 

ether fimneial institutions and a much gre''.‘''c. degree of 

co-operation among all these bodies urdor a. co-ordinating 

agency at tho State level. 

6»50 It ha .3 been opined tliat allocation of special quotas 
out of the resources of existing financial institutions to cater 
to the needs of sma.ll scale industries may not be very useful 
as in the absence of adequate number of applications from the 
small scale sector^ tho quotas may remain unutilised and banlcs 
and financial institutions may suffer a relative loss of 
income on the unutilised funds» 

6«5l It has been sugges^^ed that the small, scale industries 
being scattered througjiiout tho country, thcro an advantage 
in financing them through a number of agencies, Hach tj'pe of 
finaiicing agency should devote its attention to one tjaDe of 
financing, namely the State Governments may provide finance 
und.er the State Aid to Industries Act to very small uni-ts 
to meet their developmental needs as tliey may not be normally 
considered as •worthcrliile tbanicing risks' as the State Financial 
Corporations may concenti'ate on m.edium and long-term financial 
requirements and commercial banlcs may cover viorking capital 
needs of the sm.all scale sector. Suggestions received stress 
the need for adequate co-ordination betwoon different agencies 
and machinery should be set up to ensure that f'‘ .ance of different 
kinds is available in time to small industries« Although tho 


State Bank of India trios to achieve some measure of co-ordination 
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throu^ LacaL,.Cs-ord.3jna.ti.on Committoos a j£fGC.tiya. mac b i. no ry 
for co-ordination is still wanting, 

6.52 On tho question of reduction in tho rate of interest, 
the consensus of views appears to be that tho real need is 

for larger and timely credit than for credit at a cheaper rate. 

It has been argued that tho reduction in the rate of interest 
may not be of any real benefit to the small scale enterprises but 
it may create complications by diversion of resources through small 
units to other sectors and by unfavourable mj/emenb of the 
debt-oquity ratio. 

6.53 The grant of loans under the State Aid to Industries 
Act has been criticised as the dopai'tmental agencies generally 
do not talce into consideration the nature and prospects of 

the industry, viability of the schemes and marketability of the 
products. The financial assistance is neither need-based nor 
development-oriented, 

6,5U Soifie poi'tion of the funds at the disposal of the State 
Governments are given to the State Financial Corporations as 
agency loans. Even here the S,F,C, is to follow the terms and 
conditions Imposed by the State Governments. In Maharashtra, 
there is no agency loan by tho SJF,C, but the State Government 
guarantees the loan given by the Corporation out of their 
oim funds and subsidiadsthe rate of interest. In Ifedras, there 
is no agency system at all and loans are given directly by the 
Government, It has been suggested that the present agency system 
should be considerably modified on the Maharashtra pattern 
and adopted in all the States for canalising the loans under the 
State Aid to Industries Act through the institutional agency. 



6,5^ The,S»F.C#s have not devised different standards for 
small industries in respect of margins, fina...;ial analysis 
based on audited balance sheets, etc* and the same working 
rules as ax’e applicable to medium scale units have been flatly 
applied to small industrialists * There is still no change in 
procedure and approach to linlc disbursements to plant performance 
rather than to securities, 

60 ^ 6 ,. The financial institutiors have a built-in prejudice 
against advancing of loans to small units on account of high 
operative expenditiore, It has been stated that they find it more 
profitable to give larger loans to a few parties rather than 
smaller loans to a number of parties. Therefore, the question 
of ensuring a fair return by the Government ■ the Reserve Bank 
of India- on transactions with small scale units has been raised. 
Such irsiucomonts as lo>/er rate of interest on-refinancing, special 

1 

advantages in berromng from Reserve Baric of India, subsidies in 
initial years to cover up ope- ating costs have been suggested 
to facilitate the flovr of finance to the small scale sector. 

6,^7 The main grievance cf small scale industries against 
the State Bank of India relates to the retention of hi^i 
margins while giving cash credit facilities against security 
of stocks or while evening letters of credit for import of 
raw materials and the procedural delays in sanctioning the 
credit lojnits It has been stated that while -• ..’y 10^ margin 
was required to be Icept against imported raw materials before 
devaluation, it has now been raised to 2$ per cent. In the 
matter of instalment credit loar.s and medium-term loans 
a margin of 25 to 30 per cent required at presort has also been 
considered too high. 



6,58 Opinions have bean very much diviaed on the need of 
setting up a specialised financial institution for the small 
scale sector. According to the viei^rs of those >Aio do not favour 
the sotting up of such a specialised financial institution, it 
will be more appropriate to make use of the numerous agencies 
already in the field instead of trying to add to the number of 
institutions for giving credit to the small scale units. The 
State Banlc of India was definitely of the view that it would 
be better to take advantage of 2,000 hrarwhes of the bank instead 
of opening a new institution with much fev;er branches, in view 
of the shortage of trained personnel and huge c-rhead expenses 
involved in opening such a new institution with branches. The 
problem can be tackled by encouraging the existing financial 
institutions to come fon^ard with more liberal assistance to the 
small-scale sectir, 

6,^9 The view has also been expressed that irrespective of 
vihether a separate institution is set up or not, there is need for 
an agency, either as a part of the I.D.B, or of the Reserve 
Bank of India, to give Elective support to the financial 
institutions byway of additional financial assistancej refinancing 
dissemination of market inbelligorice and meaningful information 
regarding sma.ll industries for the benofit of tho banks and 
financial institutions concerned,'' Such a may also help in 
providing regular funds for equity participation, additior.al 
guarantee, etc, to enable banks to willingly and gradually reduce 
the rigour of their standards and liberalise the procedure for 
financing small- scale units • 



SUGGEST Id'IS OF TES G OUP 


The Working Group are definitely of the opinion that 
that the floif of institutional finance to the small scale 
sector should be enhanced to cover bulk of the 
requirements of the small producers for different types 
of credits and that the small scale sector should get 
its proper share of the industrial cred-*t, more or less 
in proportion to its contribution to the industrial 
production, employment and in keeping vjith its role 
in the national economy. 

The social control over banks should be so exercised 
as to yield concrete results in favour of small scale 

m. 

industry sector in the form of easier availability of 
credit through greater reliance on the technoWTiar^gerial 
competence and viability of the units* The credit policy 
should be operated with a bias in favour of the small 
man v/ho may not be considered satisfactory barking risk 
in the conventional sense, but is othen-nse souni from 
the techno-«ianagerial point of vie-,. 

The Organisation of the Devolopnenb-Commissioner 
and also the Small Industries Associations should put 
in a special effort to convince the small industrialists 
about the need and ki.pczrtance of adopting modern 
accounting methods so as to bo able to give facts and 
figures regarding their credit worthiness for the 
satisfacti.on of the lending institutions. 

A suitable machinery should be set up at the State 
level to ensure effective co-ordination among the 
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difforort financing agencies sc 3 to avoid duplication 
and overlapping, and to provide the credit requirements 
of small scale units on an integrated jasis • Sucii a 
co-ordinating body should have representation not only 
fresn the financial Institutions concerned, but also from 
the small industries sector, the State Director of 
Industries, the Reserve Bank of India and the Chairmanship 

of the Organisation should preferably go to the 
Director of Industries as the State Coverment is to 
function as the •central driving force* in the devoloptnont 
of small scale industries within the State. 

6*6U It is necessary to encourage the provision of 

equity capital by financing institutions to educated and 
technically qualified young entreprer- .jts as well as 
experienced technicians, subject to tochno-econcanic 
feasibility of their schemes. The Reserve Bank should 
consider provision of additional guarantees to induce 
financing institutions to advance loans by way of 
equity capital to help a large number of prospective 
entrepreneurs set up small scale industries in new and 
eorhisticatod lines* The concept, of the equity and what 
oonstitutes the debt-equity ratio will havo to be given 
a new dimension in terms of a positive policy of 
promotion of small scale industries, 

6,6^ Block loans under the 'State Aid t' Industries Act 

may be utilised by. the departmental 'officers to fimnee 
artisans and small units in villages and small towns 





6,66 


provided the amount of loan does not exceed Rs.10,000/-, 

All loans under the Act in excess of .xO^OCO/- should 

be instituiomlised and canalised through the SJ',Gs, 

•«< 

xvho should make advances to small industrialists under 
the Act out of their own funds, The difference in the 
rate of interest as charged by the S,F*C, on such loans 
and their usual lohd5-ng rate should be subsidised by 
the State Government, 

It is found that contribution of the working fund 
of the State Financial Corporations bj'' the State Governmenfcs 
is to the extent of 6 to 7 per cent and that by the 
Reser'/e Bank of Ihclia and the Industrial Development 
Baric of India (IBDI) is 20 to 23 per C' :o and 30 to 33 
per cent respectively. The contribution of Life 
Insirance Corporation, Co-erncrative Banks and individuals 
amounted to 35 to 36 per cent. Internal resources from 
ploU{^i back of profit accounted for about 2 per cent 
of the v;ork 3 jng funds. It is absolutely necessary to 
augnent the resources of the S.F.Cs by enhanced capital 
and lean contribution from the State Govorments, 
subscriptions to capital and bonds from UC, General 
Insurance Companies, Cooperative Banlcs, State Bank 
of India, Resen/e Banlc of India and IDBI liberal 
refinancing and under-writing of dobent' -es of the 
S.F.C.s by Industrial Development Bank. The refinancing 
by the IDBI should be automatic when credit guarantee 


is obtained. 





6 , 6 ? Tho Sts-te Banlc of India should ; pt a bolder credit 

policy toTvards small indu^rics by allowing hi^er credit 
Ifimits and reducing the margins retained by them so as to 
accelerate the flow of credit to small scale units• The 
whole question of margins should be :c' iowod in tte 
interest of liie rapid development of the small scale sector 
as the retention of high margin has been acting as a damper 
on small scale industrialists* eagerness to got financial 
accommodation from the State Bank of Irdia* 

6.68 Tte State Bank of India should encourage the grant 
of ‘factory* type loans for working capital on a more 
liberal basis and also allor-j clean advances to clients 
with good records about loan repayment and operational 
performance. The smaller units who are viithout regular 
books of accounts but who have established their cempetence 
in the production and marketing of the- goods should be 
covered ty the State Banlc of India under their liberalised 
scheme and should be encouraged to apply for credit limits 
from the Bank, The Organisation of tiie Development 
Commissioner, Small Sccle Industries, should make special 
efforts to train them in book-keeping according to a 
simplified system. 

6.69 Hitherto the institutional credit has gone to 
relatively big and better organised units and also to 
conventional industries. The smaller units numbering 
1,5 lalchs, which numerically and othend.se form the 
•corpus I of the sector are as yet outsid the pale of 





institutional finance# It is absolutely nccessarj'- to 
extend the benefit of the liberalised credit scheme to 
such units to vjean them avray from non-institutional 
scupces which are advancing loans to them at exorbitant 
rates of interest. 

6.70 The State Bank of India should arrange for tte 
training of their Branch Officers and staff in the ^inall 
Industry Extension Training Institute to give tliem proper 
C 2 rdentation for the implementation of the new credit 
policy as the staff attitude or prejudice is an important 
drawback tending to neutralis<P^the effect of the 
liberalised credit policy, 

6.71 The instalment credit granted by the State Banlc of 
India should be simplified further and the margin may 
be brouglit dom to 2Cfb from the usual 30%, The period 
of loans under the scheme may be exter. •i.-d from the 
present limit of $ years to that of 10 years in the case 
of loans exceeding Rso50,000/-, 

6.72 The Commercial Banlcs need radical change in their 
outlook and attitude to the grant of loans to small scale 
units. The Reserve Bank of India may call for periodical 
returns shoiiring the loans to sma-U. scale industries by 
specified categories of industries and also by size of 
the applicantst investment in fixed assets, 

6.73 It is estimated that the Commercial Banks will have 
to make about Rs,300 crores available to small 
scale sector by way of loans to meet th ir woiicing 
capital needs by the end of the Fourth Plan period. The 
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Roscrvo I^rlc of India may consic incentives to be 
offered to the Commercial Banks for gi'^ ag loans to small 
scale units on the same basis as the State Bank of India 
under their liberalised scheme. 

6.7U While the Indian Banks* Association may sot up 

regional agencies for giving expert help to the commercial 
banlis to prepare technical assessment reports on the 
applications for loans, the important commercial hanks 
should set up their own technical wings at least at 
their local head offices to expedite the processing of 
loan:^ applications. 

6,75 It is felt that the discrimination shown against the 

leaker section of the small scale soc'*’or in the mat'ber 
of instj+utioml finance because of certain built-in 
deficiencies oamot bo easily overcome oven in the context 
of substantial liberalisation of the credit policy under 
the now social control scheme. Since this segment of small 
industries is in the aggregate a very important sector 
from the point of view of its contribution to both 
employment and production, necessary measures would have 
to bo adopted to see that it is not starved for want of 
finance as at present. The Reserve Banlc of India and 
the I'fiLnistry of Finance may give their anxious 
consideration to the desirability of adopting special 
measures to help this segment of small scale 
sector which suffers from certain inherent disabilities, 
if the operation of the nei^ policy of social control 
over the bank assistance fails to improve the supply 



of institutional credit to these enterjirdscs. These 
units not onl^ have to secure loans from non-institutional 

sources at an exorbitant rates of interest but often have 
to mortgage their products to the leaders at a loi-ror 
price than liiiat they would fetch in the market. The 
Gre^^p feel that this type of exploitation of the weaker 
sector by the money-lender should not be allojjod to 
continue. 

6*76 The Group feel that in order i. substantially augment 

the supply of credit to the small scale sector in future 
it would be desirable for the Government to examine the 
feasibility of allotting such State level institutions as the 
State Small Industr es Corpcratioiis to talce up direct 
financing of small industries* 
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(B) SUPPLY OP RAW MTERIALS THE SMLL 
SCALE SECTOR 

6.77 One big draw-back of the small scale sector has 
been the limited availability of raw materials of the 
right type. The small scale sector has g.own at a rapid 
rate during the last few years but the availability 

and allocation of raw materials to this sector has 
always found to be far short of requirement resulting 
in the forced purchase from the open market at a much 
higher price and non-utilisation of capacity of small- 
scale industries to a considerable extent. The Committee 
oh Scarce Raw Materials which was set up under the 
Chairmanship of Dr, P,S. Lokanatihan had reviewed the 
position Q few years back and estimated that the needs 
of the sector had been met only to the extent of 33 to 
40%, whereas the large scale could get the'r requirements 
almost in full, 

6.78 Till about 1957, the Development Wing of the 
Ministry of Commerce and Industry was assisting the 
industries in the procurement of raw materials either 
of indigenous or imported varieties. Since then the 
Development Commissioner (SSI) and the State Directors 
of Industries have been brought into the picture and 
started giving assistance to small scale industries in 
scarce indigenous raw mterials and in sponsoring appli¬ 
cations for imported raw materials, components and parts. 
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The DOSSIO as the Central Co-ordinating Authority 
represents the small scale sector as c .aole at various 
allocating authorities like the Ministry of Industrial 
Development and Company Affairs, ^hief Controller of 
Imports and Exports and Iron and Steel Controller, It 
seeks to procure adequate allocation of raw materials 
and foreign exchange for the entire small industries 
sector and allocate the same to different States. 

This Crganisation also gives general directions regard¬ 
ing priorities to be observed in the allocation of raw 
materials to the small scale industries sector. 

6,79 Prom time to tirae, the Small Scale Industries 
Board has been appointing Standing Comn'luees, Sub¬ 
committees, etc., to examine the problem of raw mate¬ 
rials and make suitable recommendations. The Develop¬ 
ment G omraiss loner (SSI) plays an important and major 
role in these Gommittees, The first Sub-Committee 
which was appointed by the Small Scale Industries 
Board made a thorough Study of the requirements of the 
small scale sector for various types of raw materials 
including steel, indigenous and imported, spare parts 
and components, pig iron, non-ferrous metal, coal and 
coke, various chemical raw materials, etc. The allot¬ 
ment of separate ceilings of foreign exC' uige for the 
import of components, spares, parts, etc. licensable 
by the Chief Controller of Imports and Exports conmenced 
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frora ths quarter July-Saptember 1957 when a celling 
of Rs.50 lakhs was earmarked on an ad noc basis for the 
small scale sector. There had been continuous increase 
in whe Coiling over the subsequent years and it stood 
at Rs.6.2 crores in the half year April-3eptember, 1968. 

The raw material position beoamo very acute 
subsequently and the Lolcanathan Committee on Scarce 
Raw Materials which was appointed in 1966, drew atten¬ 
tion to the invidious distinction between ae large 
scale and small scale sector in the matter of allocation 
of scarce raw materials and recommended that the distri¬ 
bution of raw materials should be based on priority of the 
end products, irrespective of the sector of the industry 
in which those wore being produced. The Committee in 
fact recommended that there should not be any discrimi¬ 
nation between the two sectors in the matter of alloca¬ 
tions of scarce raw materials. The Committee, however, 
recommended that the requirements of the small scale 
sector should be scientifically assessed by the State 
Directors of Industries in collaboration with the DCSSIO 
so as to ensure that the allocation of law materials of 
scarce category betwoon the large scale and small scale 
sectors should be done on an equitable basis. The 
Committee also recommended that a system of inspection 
of the utilisation of raw materials should be introduced 
by the State Directors of industries with the help of 



the staff of the Small Industries Service Institutes 
to ensure that the raw materials were in fact used for 
the purpose for which they were allotted 
6,.81 Pollovjing devaluation of the Rupee, the In^jort 
policy underwent a radical, change with the introduction 
of Import liberalisation* This liberalised schomo envi¬ 
saged liberal import assistance of raw materials, compo¬ 
nents and spares to industrial establishments for fuller 
utilisation of their existing capacities. The entire 
industrial sector x^as divided into two categories, namely 
priority and non-priority* a close scrutiny of the list 
of priority industries reveal that out of the 59 indus¬ 
tries included therein, only in 32 Industries liberalisa¬ 
tion has benefited the small scale sector Of these 32 
industries, it Is only in the case of 12 industries in 
x-jhlch there is sufficient installed capacity in the small 
scale sector that appreciable benefit accruing from libera¬ 
lisation has been availed of. These industries are: 
bicycle and parts, pesticides, machine tools and accesso¬ 
ries, electrical cables and wires, industrial fasteners, 
scientific and industrial instruments, medical and surgi¬ 
cal equipment and appliances, automobile ancillaries, 
leather goods industries, paints and varnishes, enamels, 
matches and leather. As per terms of insert assistance 
prescribed under the scheme of liberalisation, these 
Industries are entitled to draw their lull requirements 
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of malnteacnce Imports'and could th' utilise their 
Installed capacities to the fullest extent. 

6.22 The policy announced for industries in the 
non-priority sector was less liberal as compared to 
Industries in the priority sector. Units engaged in 
Industries other than priority are eligible for the 
grant of' licence once in a year covering their annual 
requirements, whereas those on the priority list can 
import their requirements as frequently as they need, 
after utilising their previous import licence to a 
specified extent. Moreover, the latitude in respect 
of sources and areas of Import is much greater in the 
case of priority industries. As most r'^ che small scale 
Industries fall in the group of non-priority sector these 
have not been able to utilise their capacities to an 
appreciable extent due to inadequate availability of the 
imported raw materials. The restrictive formula for 
grant of Import licences on repeat basis to non-priority 
industries has had an adverse effect on the growth of 
the small scale sector and has been responsible for per¬ 
sistent under-utilisation of production capacities. 

The priority list covers 80% of the.large scale indus¬ 
tries while roughly about 40% of the small scale indus¬ 
tries are covered by the said list. 
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6,63 The Group feel that the present clarifica¬ 

tions which discriminate against the small scale 

*v 

sector should be reviewed with a lew to bringing 
some of the important small scale industries vjith- 
In the priority group in view of their importance 
in terms of contribution to employment and output 
of the industrial sector in the country. The 
Group would, therefore, suggest that such impor¬ 
tant small scale industries as plastic conversion 
products, dyestuff, clocks, time-pieces, wire 
drawing, both ferrous and non-ferrous etc, should 
be included in the priority list of industries. 
Although it is true that the plastic conversion 
industry is likely to become self .ufficient in 
the matter of supplj^ of basic raw material from 
indigenous sources, it will be of considerable 
help to the industry to tide over the prevailing 
shortage of such materials as high density poly¬ 
thene granules, vjhich is likely to continue for 
quite sometime, 

6,84 It is also understood that the present classifi¬ 
cation of priority industries does not show industries 
ancillary to priority industries as belonging to this 
group, with the exception of bicycle and automobile 
industries. There is a feeling that all industrial units 
functioning as ancillary to priority _.idustries should 
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be given priority treatment for the orpose of Import 
of raw materials, components and spares, etc, 

6,35 The Group feel that the present discrimi¬ 

nation in the matter of classification of 
ancillaries (with tx-jo exceptions only) as non¬ 
priority Is acting as a handicap to the growth 
of the ancillary industries sector and there 
is every justification for such units getting 
import assistance ir, line with those in the 
priority category, in order to do away with 
the administrative difficulties with regard 
to the classification of ancillary Industries, 
the Director of Industries or the Director of 
the Small Industries Service Institute may be 
required to issue a certificate to deserving 
ancillary industries for according them prio¬ 
rity treatment in respect of import assistance. 
6,86 The Group have been given to understand 

industries x^ahich are covered under the Industries 
(Development and Regulation) Act, 1951, can 
diversify their production by manufacturing now 
items that fall under the list of priority indus¬ 
tries and for that purpose additional Imported 
raw materials would be granted to them. The 
Group have been told that the aforesaid relaxa¬ 
tion does not apply to industries in the small 



scale sector as such industries do not get 
covered under the Industries (Development 
and Regulation) Act, 1951. The Group feel 
that a number of small scale units In the 
non-priority sector could be induced to diver¬ 
sify their production by manufacturing Items 
classified In the priority list. If liberal 
Import facilities are made available to them 
as is being done In the case of their counter¬ 
parts In the large scale sector. At present 
there Is no scheme under which a small scale 
unit can avail of additional Import of raw 
materials by diversifying its production, l^he 
Group would, therefore, suggest that the above 
relaxation should also be extended to small 
scale Industries to the extent to which it Is 
applicable to units covered under the -industries 
(Development and Regulation) Act, 1951, 

6,87 At present, actual users engaged In the priority 
Industries are permitted to Import their requirements 
of copper, zinc, lead, tin, nickel, and E.C. Grade 
aluminium direct. Units engaged in other industries 
are Issued release orders by the licensing authority 
for import of material through the Minerals and Metals 
Trading Corporation, For one reason or another, the 
MMTC have not been able to import material against the 
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release orders issued to the small scale industries for 
1967-68, Industries in the non-pri^. ity sector being 
already handicapped because of their meagre entitlement, 
the non-supply of the material to them has added to their 
difficulties. 

6.88 The Group are of the opinion that where 
the MMTC have not been able to effect physical 
delivery of the material vjithin three months 
against the release orders issued on them, such 
release order(s) should be automatically conver¬ 
ted into import licenco(s) and the actual users 
should be allowed to import direct, 

6.89 The Statutory Control over prices and distribution 
of all categories of Iron and Steel has been withdrawn 
with effect from May 1, 1967. Even after the do-control 
certain categories of steel like Galvan’..ed Plain Sheets, 
Black Plain Sheets of 16 to 20 G. and thinner than 20G, 
Galvanised Corrugated Sheets and M.S. Plates continued 

to be in short supply. These categories are known as 
’’scarce categories” of steel. In view of the difficul¬ 
ties being experienced by small industrial units in get¬ 
ting supplies of scarce categories after de-control of 
steel, it was decided that supplies of these categories 

to small units should be made through State Small Oc' -1. . 

State 

industries Corporations. The^Small Industries Corpora¬ 
tions would bulk the requirements of small units in their 
jurisdiction and place a consolidated in/^ent with the 



Joint Plant CoiTinilttee for planning on producers. The 
orders placed through the State i^mall Industries Corpo¬ 
rations should also be allowed priority to the extent 
possible by the Steel Priority Committee. 

6.90 This arrangement to safeguard the interests 
of small scale industries, has not produced the 
desired result, as there are long delays in 
processing of indents from small s^ale sector 
and supplies against orders passed by the Steel 
Priority Committee and, as such, the agreement 
to accord priority to the needs of the sector 
has remained mostly on paper. The Group feel 
that in processing the indents, the Joint Plant 
Committee should keep in view the special inte¬ 
rests of the small scale sector in future and 
help expedite decisions without any undue time- 
lag, 

6.91 Statutory control over the distribution and prices 
of E.C. Grade indigenous aluminium has been lifted 
recently. As a result of this the ac^ ,_il users vjill be 
required to procure their requirements from the open 
market. It is a common experience that the lifting of 
control on scarce raw materials in the past has operated 
to the disadvantage of tl;o industries in the small scale 
sector. The main producers of aluminium being under the 
control of the Directorate-General of Technical Develop¬ 
ment, the small scale units often face difficulties In 



getting thoir requiremonts from their Besides, the 
requirements of small scale Industries being meagre, 
the producers do not generally observe their specifica¬ 
tion*^ and time schedule for the delivery. 

The Group are of the opinion that, to 
start with, atleast 15^ of the Indigenous 
production of E.G, Grade Alumlnlvn,. should be 
reserved for the small scale sector for distri¬ 
bution on the recommendation of the Director 
of Industries of the State concerned. Alter¬ 
natively, the Minis''ry of Steel, Mines and Metals, 
Department of Minos and Metals shouid work on a 
system whereby the main producers should assure 
regular and adequate supplies of the material 
at reasonable price to the small scale industries, 
6t93 For’the .f irst time In 1967-68 an allocation of 

423 tonnes of indigenous zinc was earmarked for the small 
scale sector. Many of the State Governme .s are reluctant 
to take the delivery of the material against their alloca¬ 
tion on account of high price. It has boon reported that 
as against the ruling market prices of imported zinc at 
Rs,3400/-. per metric tonne, the indigenous electrolytic 
zincrwould cost the actual users about Rs.4000/- per 
metric tonne. It Is felt that unless the price of the 
indigenous zinc is brought down at least to the level of 
the imported material, the small scale industries would 
not be able to got any real benefit out of indigenous 


materials 
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6,9^ The Group would, therefore, suggest that 

the Department of Mines and Metals and the 
Director-General of Technical Development should 
consider the desirability of equalisation of the 
prices of the indigenous and imported materials, 
as vjas done earlier in the case of steel. The 
Group would also like to emphasize the need for 
bringing down the price of indigenous zinc to 
make it competitive with the imported zinc. 

Although the supply position of imported ravj mate¬ 
rials has shovm some improvement after import liberalisa¬ 
tion, the position with regard to certain indigenously 
produced scarce raw materials continues to bo difficult. 
The Lokanathan Committee on Scarce Raw Materials had in 
fact recom-.iended that in regard to indigenous raw mate¬ 
rials .such as aluminium, basic organic chemicals and 
intermediates including dyes, basic inorganic chemicals 
like caustic soda, soda ash, titanium dioxide, pharma¬ 
ceuticals and drugs, plastics, synthetic and natural 
rubber etc, should be made available at reasonable prices 
to the small scale industries. Another complication is 
caused by the fact that the large scale producers of basic 
materials, semis and intermediates also man'jfacture the 
end products themselves and thus offer unfair competition 
to the small scale units producing only the end products, 
by offering the finished goods to the market at a price 
which is considerably lower than the price of the small 


scale units. 



6.96 The Group would also like ’ j endorse the 
suggestion made to them that the 1' .-ge scale 
processors of technical materials should not 
bo allowed to engage in the manufacture of 
finished products themselves except for the use 
of captive capacity, 

6.97 The question of using legal powers to ensure proper 
distribution of indigenous raw materials to the small 
scale sector has been raised by several Directors of j^ndus- 
trles and it has been pointed out that the Government is 
empov;ered under the Industries (Development and Regulation) 
Act V ide Section 18(G.)- lb id , to earmark a certain percentage 
of the domestic products even at subsidise'^ prices, if 
necessary, for.the use of small scale sector and to cana¬ 
lise the distribution of the raw material to the small 
scale units in the different States through the appropriate 
agencies designated in this behalf. 

5.98 The Group feel tnat there is nothing va*ong 
in exercising the powers vested in Government 
under the Act to direct scheduled Industrial 
units (large scale processors) to make compul¬ 
sorily available a portion of their production 
at reasonable prices for the use of the small 
scale sector,, in view of the importance of main¬ 
taining production and employmei^’’* at a steadily 
increasing level. 
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Canalis a tion of Import 

6^99 There are certain raw materials which on account 
of Trade Plan provisions are canalised through the agency 
of MMTC and STC, These agencies import raw materials 
against consolidated demands placed with them by the State 
Directors of Industries on behalf of the small scale units 
in their jurisdiction. Among the items imported by these 
trading agencies for and on behalf of the small scale 
sector, mention may be made of glass tubes, mutton tallow, 
coconut, Chilian nitrate, palm oil, G.P. sheets thinner 
than 16 gauge^BP Sheets (hot and cold rolled) thinner 
than. 16 gauge, paper rol.ls, etc. Besides, various types 
of organic and Inorganic chemicals and dye intermediates 
are also canalised through the MMTC and STC, 

6,100 The DCSSIO maintains close liaison with the STC/ 
MMTC in respect of canalised imports. These agencies place 
the orders for Import based on the consolidated information 
from the State Directors of Industries regarding quantity, 
type and specifications of raw materials required by the 
small scale units. The STC/I^TC which handle the import 
and distribution generally deliver the goods to the State 
Small Industries Corporations for distribution to the small 
scale units. It has been mentioned earlier that the 
imports through the STC and MMTC have given.rise to a 
number of problems and objections from the State Small 
Industries Corporations, It has also been mentioned 
that generally these trading agencies give very short 
notice for arranging payments, which leaves no time for the 



Gcrporation to Inform tho parties concerned. Further, the 
prices charged by the MMTC/STG are generally higher than 
t^e prevailing market prices. For Instance, It has been 
complained by the Maharashtra Corporation that the prices 
charged for coconut oil and polythene granules T-iere much 
higher than the market price. This creates coraplicatlcais 
for the STG and lb > State Corporatlm as there is reluc- 
t'^'^ce to lift th'i stock resulting In blocking of funds and 
extra axpandltnrc c:,. account of storage. Interest, etc, 

6.101 bhe Group are of the opinion that on the questicxi 

of canalisation of insert of raw materials for the 
small scale sector, there shouJ.d not be any discri¬ 
mination. between the large scale and small scale 
sectors. So long as the large scale industries 
are allowed to import certain scarce Items on Indi¬ 
vidual basis directly instead of being subjected to 
canalisation through MMTC/STC, the same privilege 
should be extended to Small Scale industries Gorpo- 
ration. Further, so long as the large scale units 
are allowed to import and negotiate price indivl- 
dua],ly and so long as there is no single price 
Negotiating Gonmittee for the small scale units, 
the small scale units should also be allowed to 
negotiate on the same basis as the large scale 
units preferably on a collective basis. The Group 
would strongly recommend this course of action as 
it would strengthen the role of the State Small 
Industries Corporation in acting as the servicing 



agency for the small scale units In the matter of 
procurement of Imported raw materials against 
import licences of small value grai ted to small 
scjale applicants. 



165 


(G) GOVERlTrCENT STORES PURGHASB PROGRAM?^ 

6,102 The support of the Government stores Purchase 
Programme is an effective instrument for stimulating and 
sustaining the grovjth of small scale incip.^cries, The 
policy of the Government regarding purchase of stores 
from the small scale sector is laid down in the Ministry 
of Works, Housing and Supply Memorandum No.Oyr,-4(9)/56 
Vol.II dated 21st November 1956 (Appendix IX) . It will 
be seen from the Memorandum that Government piurchasos have 
been divided into four groups and the most important groups 
for the small scale sector are Groups III and IV, Group 
III is concerned v/lth items which are manufactured both • 
in the large scale and small scale sectors and the proce¬ 
dure laid down in the aforesaid Government Memorandum for 
effecting Government purchases in respect ! ' these items 
is as follows:- 

"Items under this group will be arranged both 
through the largo scale industries and small scale units. 
For this purpose, they will be divided into two sections. 

In the first section, tenders will be invited from all 
parties and small industries, may be accorded a suitable and 
reasonable price preference upto maximum of 15J^, the actual 
quantum being decided in each case on merit in consultation 
with Finance, In the second section a portion of an indent 
would bo reserved by the Directorate-General of Supplies 
and Disposals in consultation with Small Industries Gorpol- 
ration, for the small scale industries -.lU on the unreser¬ 
ved portion, the normal procedure for tenders should be 
followed. In the reserved portion, small Industries 
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nominated by the Small Industries Corporation will be 
eligible for a price preference on the same terms as 
above. The prices to be fixed for the reserved portion 
in respect of the stores offered by the Small Industries 
Corporation nominee, will depend on the results of the 
tenders to be opened. The DGS&D should prepare a list 
for this group, in consultation with the Small Industries 
C orp oration,'* 

6,103 The analysis of the purchase of indigenous stores 
by the DGS&D from large scale and small scale sectors 
(Including cottage sector) for the period 1964-65 to 
1966-67 shows that the share of the Central Government 
purchases going to the small scale sector has been negli¬ 
gible being around 6% of the total purchase of the Indige¬ 
nous stores. The figures of total purchases of stores 
by the DGSScD have been given below;- 


Year 

Total orders of 

(Value 

In Crores 

of Rs<,) 


Indigenous stores 

Total 

orders on 

small 



scale 

& cottage 

industries 

1964-65 

357.45 


20.82 


1965-66 

392,42 


2^,09 


1966-67 

368,89 


24,15 



6,104 The performance of the small scale units in the 
matter of supply of stores to the Railways during 1963-64 
to 1966-67 is not better than the overall performance of 
this sector In relation to the total purchase of stores 
under the Central Government Stores Purchase Scheme, as 
would be evident from the figures given below;- 



167 

(Value in Lskhs 

of Rs,) 

Yoar 

Value of Stores 

Value f Stores 

Share of 


supplied by large 
scale units 

supplte, by small 

Small Scale 


scale units 

sector in 


total pur¬ 
chase of in¬ 
digenous 
stores 
(percentage) 


1963-64 

575.62 

16,63 

2.8 

1964-65 

256,06 

15.63 

5,8 

1965-66 

215,87 

15.69 

6.8 

1966-67 

239.61 

14.13 

5,6 


It will be seen from the above figures that the share of 
the small scale sector as a whole in Central Government 
purchases is yet very small and far below its contribution 
to the total industrial production in the country. 

Although it is true that in the case of ? large number of 
stores it is not possible for the small scale industries 
to participate in the supplies as they are not being manu¬ 
factured by them, the fact remains that in the case of 
items which are being manufactured by both the large scale 
and the small scale units, the proportion of Government 
orders being canalised to the small scale sector is yet 
disconcertingly small. 

6.105 In spite of clear Government intention to accord a 
suitable and reasonable price preference to small scale 
units up to a maximum of 15/C to enable the small scale 
sector to secure an appreciable share of ‘"lie Government 
orders, the actual value of orders decided on the basis 
of price preference has been negligible indeed. 
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Tho relevant f IgaresK are given below;- 

(in Grores of Rs.) 


Year 

Value 

1964-65 

0.03 

1965-66 

0,002 

1966-67 

0.02 


It will be seen that only about 0.08/i of tho total orders 
on small scale industries was decided on the basis of grant 
of price preforence. The figures constitute the strongest 
condemnation of the manner in which the price preference 
policy has been implemented and indicates that the Govern¬ 
ments orders in this behalf have been rendered completely 
ineffective in practice^ 

6.106 It is also, understood that the special '’set aside” 
procedure prescribed in the Government C uer for the procu¬ 
rement of a part of the purchase compulsorily from tho small 
scale sector on the basis of prices quoted for the "non-set- 
aside” portion plus a price preference of Ibfo has not been 
implemented in practice, 

6.107 It has been mentioned to the Group that the virtual 
non-implementation of the price preference clause is princi¬ 
pally due to the unwillingness of the purchasing offices 

to make the purchase from the small scale sector at a pre¬ 
mium, This is reflected in the following instructions 
issued by tho DGS&D to all purchase offices on tho proce¬ 
dure for tho purchase of stores which are ..-rocurable both 
from large scale and small scale industries (Extract from 
DGS&D Office Order No,148 dated 17th December 1956), 
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•’Price preference is not granted automatically, 
but we have to consider vjhere neces ry break-up of cost 
of manufacture in order to find out Jjhat the cost of pro¬ 
duction in small scale units is really higher than in the 
large scale units eir^loying mass production techniques." 
6,108 The Group regret that the policy of the Govern¬ 

ment to canalise a substantial portion of the 
Government purchases to the small scale industries 
to. give a fillip to the development of th.ls section 
has been practically nullified by the manner in 
which -the policy has been implemented. The ten¬ 
dency on the part of purchase offices to equate 
large units with small in the matter of Government 
purchases, has had very unfortunate results from 
the point of view of small scale industries. The 
Group view with dismay the general failure of the 
Central Government Stores purchase Policy and would 
urge the Government very strongly to lay down that 
the grant cf price preference should be automatic, 
subject to the competence of the small scale unit 
to manufacture the item of stores according to the 
requirement of the indeEnting department. Since the 
small scale units are enlisted under the Government 
Stores Purchase Programme after their technical 
competence has been assessed and certified by the 
Small Industries Service Institute, it should not 
be necessary for the purchasing department to go 
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Into tbo question of competonco of the enlisted 
small scale units at the time of exercising the 
price preference in their favour. 

The Purchasing Pepartments of the State Govern¬ 
ments also are not generally giving price proferenc< 
of 15^ to small scale units. The State Governments 
should issue executive orders to require the purcha 
sing departments under their control to give 15^ 
price preference to small scale units in respect oi 
items manufactured by both large scale and small 
scale units, subject to the overa? . condition that 
the products have to bo made according to the 
required specifications, 

6.109 Regarding the items of purchases classified under 
Group TV in the aforesaid Government Memorandum, it has 
been stipulated that the items under this Group are to be 
entirel 5 ’' reserved for procurement from small scale indus¬ 
tries. There were 84 items in the list until very recentl 
and another 26 items have been added lately bringing th©. 
total number in the reserved list to 110. The list may b( 
seen at Appendix X# 

6.110 'Gonorally speaking, the benefit accrr'ng to the smai 
scale industries out .of this reserved i.-.st has not been 
sizable and .significant as the items reserved are minor 
items of lovj unit value, which are generally not being 
manufactured in the large scale sector. A majority of tt 
items are the products of traditional industries. 
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The Group are definitely of the view that this 
list is of not much value, tc lodern small industries 
as the items mentioned in the list are largely 
products of traditional industries. The Group would, 
therefore, recommend that a high-level Committee 
should be set up vjith the representatives of the 
DGS&D, DGTD and DCSSIO and of the Railways and 
Defence Department to review the * lOle question 
and to prepare a substantial list of items to bo 
reserved for exclusive purchase from the small 
scale sector. 
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(d) DEVELOrMa^T OF ANCILLARIES IN. THE SI'^ALL 
SCALE SS.GTOR 

6.111 The Estimates Committee,(1965-66) observed that the 
growth of small scale ancillary units in highly industrialised 
countries like U.S.A,, Federal Fcepublic of Germany, Sweden and 
Japan clearly showed that the concept of ancillaries was 
basically sound and justifiable on purelj-- economic grounds. 

In India also there is a strong belief that small firms making 
components and sub-assemblies for large scale firms deserve to 
be encouraged as they help not only in creating a strong de- . 
centralised sector but also offer larger emplo-^n-. .nt opportuni¬ 
ties at a relatively low capital cost. It has also been estab¬ 
lished that small scale ancillary units which are equipped with 
the requited machinery for the manufac^i^^e of components and 
parts according to the required specifications can produce them 
at a cheaper rate on account of lower overheads, 

6.112 During the last few years, efforts were made to 
develop small scale units as ancillaries to large scale sector. 
As the work in this field gathered momentum, the Small Scale 
Industries Board formed a Standing Committee on Ancillaries in 
April i 960 and later that year, the work was transferred to the 
newly created Ancillaries Division of the DCSSIO, 

6.1 13 The Standing Committee selected 16 large scale 
industries for special encouragement of ancillaries: Industrial 
Machinery, Agricultural and Earth-moving Machinery, Machine 
Tools, Industrial, Scientific and Mathemat’ICal Instruments, 
Locomotives and Rolling Stocks, Ships and Aircrafts, Bicycles, 
Boilers and Steam Generating Engines, Automobiles, Commercial 
Office and Household Equipment, 

equipment and ajjplianoes, Telecommunicapion eqixtpsssnv 





Industrial Instruments (electrical), Radios and Electronic 
Equipment, Air-conditioners cujd Cold Stoi e Equipment 
including refrigerators and mineral oil and petroleum products. 
6,111; Considering the need for higher capital .required by- 
small scale units to function as ancillaries,the Government of 
India fixed a higher capital limit of Rs.10 lakhs in machinery 
and equipment for an ancillary to enable it to be classified as 
a small scale unit. The ancillary industry has further been 
defined as ”a unit which produces parts, cobp aents, sub- 
assemblies and tooling for supply against known or anticipated 
demand of one or more large units manufacturing, assembling, 
complete products and which not a subsidiary to or controlled 
by any large unit in regard to the negotiations of contracts 
for supply of its goods to any large units. Units which are 
set up primarily for replacement ma rket also fall within the 
scope of the above definition.” 

6,115 . In an effort to give impetus to ancillary development, 
regional committees at various places like Bombay, Calcutta, 
Madras, Delhi, Bangalore, Patna and Ahmedabad have been set up. 
The functions of these Committees are mainly tc prepare lists 
of parts and components and sub-assemblies required by large 
scale units which are directly connected with, the defence 
efforts, list of parts and components and sub-assemblies 
required by other large industries and suggest items of preduc- 
tion to be demarcated to the small scale sector so as to fit 
in with the end-product programme proposed for large scale 
industries. Directors of Institutes are the conveners of tte 
Regional Ancillary Committee meetings. 





6.116 As per the directive of the Project Coordination 
Committee of the erstwhile Ministry of Commerce and Industry, 
various public sector undertakings appointed high level 
technical officers to work out details of development of 
ancillaries in their respective projects. The following 
public sector undertakings were expected to uevelop ancillaries 
in consultation with the SISIs: 

( 1 ) Hindustan Machine Tools Ltd., Bangalore. 

(2) Heavy Electricals (India) Ltd., Bhopal, 

(3) Heavy Engineering Corporation Ltd., Ranchi. 

(ij) Hindustan Antibiotics Ltd., Pimpri. 

(5) Hindustan Aeronautics Ltd., Bangalore. 

(6) Bharat Electronics Ltd., Bangalore, 

(7) Radio and Electricals Manufacturing Company, 
Bangalore. 

(8) Indian Railways with particular'reference to 
the Diesel Locomotive Morks, Varanasi. 

(9) Hindustan Antibiotics Ltd., Elshikesh. 

(10) Bhara t Heavy Electricals (India) Ltd., Hardwar. 

(11) Government Electric Factorj"-, Bangalore. 

(12) Mysore Iron and Steel Works, Bhadrawati, 

(13) Hindustan Steel Ltd., Bhilai. 

6.117 The Hindustan Machine Tools Limited, Bangalore, has 
established a functional industrial estate w* !.n a provision 
for 50 sheds. The Heavy Electricals Limited, Bhopal has also 
a functional industrial estate. The Heavy Engineering 
Corporation, Ranchi, the Hindustan Aeronautics Limited, 
Bangalore, the Bharat Electronics Limited, Bangalore, are 
also in the process of setting up similar industrial estates 
for their ancillary units. Apart from the above public sector 
projects a large number of private sector undertakings have 
gradually started purchasing stores from small scale sector. 
Stores and components valued at Rs.l6.6 crores were supplied 
by small scale units to large scale industries during 1967-68. 



6.118 Despite the fact ihat a number of small scale units 

are onppiying componf^-nts , stores items , : ,, required by- 

large undcj. Lckings, the progress made in the development of 
ancillary industries as a whole has not been significant. As 
the Estimates Committee has observed, the actual achievement 
cannot but be regarded as.meagre and even the little progress 
that has been achieved cannot be mainly attributed to the 
Government’s programme for the developnent of ancillaries. 

The Committee have also noted that no serious effort has been 
made to implement the ancillaiy. programme or even to fonnulate 
a realistic policy aimed at producing concrete results. There 
is a feeling among the large units in the private sector that 
the public sector undertaking themselves have not done much 
and they should first set an example by developing ancillaries, 

6.119 Two of the main reasons for the comparative lack of 
success in this programme are; (a) the reluctance on the part 
of large units in the public and private sectors to buy their 
requironents from small scale units3 and (b) the inadequacy 
of technical staff both in the DCSSIO and the State Industries 
Departments to provide sustained assistance to the small scale 
sector to manufacture and supply components. 

6.120 There is undoubtedly vast scope for developing 
ancillaries both in the public and private sectors. Apart 
from components that enter into the final product, there are 
a large number of stores items which are required by large 
industries. , 

6.121 It will be pertinent to summarise the views of a 
few Directors of Irdustries who had sent in tl'.eir replies 



in response to the q uestionnaire issued by the Working 
Group, The Directoi- of Industries, Madhya Pradesh observes 
that the public sector undertakings or, for that matter, the 
large scale firms in the private sector also lk./e not shown 
much enthusiasm for the development of ancillary industries 
although Messrs, Heavy Electricals (India) Limited, Bhopal 
have admittedly taken some interest in this behalf. The 
Ordnance Factory at Jabalpur has not, however, shown any 
encouraging response in spite of the efforts made by the 
Director of Industries, He, of course, feels that the large 
scale industrial units cannot give an assurance about orders 
over a reasonably long period of time, as their production 
programme is subject to frequent changes. Secondly, the 
limited demand from the large scale units makes it uneconomical 
for the small scale enterprises to undertake th - initial 
investment in the tooling of sophisticated products required 
by the large scale units. He feels that provision of testing 
and other facilities by the Government would be of great help 
to small scale ancillary units to manufacture parts, compo¬ 
nents, etc, according to the specifications. He, however, 
does not think that any inducement has to be given to large 
scale units for farming out orders to small scale ancillary 
units as, in his view, it would be advantageous to the large 
scale units in the long run to secure parts, components from the 
small scale sector. 

6,122 The Director of Industries, Maharashtra thinks that on 
the whole no particular enthusiasm has beo shown either by the 
private or public large scale undertakings for the development 
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of ancillaries. He has referred to few er-options like 
Messrs. Hindustan Machine Tools and Hindustan Antibiotics 
which iBve taken due care to foster the ancillaries. He 
deprecates the tendency on the part of the large scale under¬ 
takings to produce all parts and components under their own 
roofs and feels that each application for industrial licence 
should be scrutinised carefully to exclude items which can be 
produced completely in the small scale sector. This will 
stop the present practice of setting up the self- ontained 
units and give a fillip to the .development ox ancillary units. 
6.123,' The Director of Industries, West Bengal is of the 
opinion that public sector large scale- undertakings' are not 
taking adequate interest in the developnent of ancillaries. 

So far as the large scale private sector units are concerned, 
their interests and activities have been confined almost 
exclusively to sponsoring a few 'satellite' ancillary units 
which in reality are the sister concerns of the parent firms. 

In his view the principal factors standing in the way of smooth 
development of ancillary units are:- 

(a) Absence of steady flow of orders from the 
large scale sector over a reasonab' long 
period of timej 

(b) Difficulty of obtaining strategic raw 
materials and necessary financial accommo- 
dationj 

(c) Stranglehold of the middlemen on supply of 

ancillaries and stores to large scale 
undertakings. Small scale ancillary units 

find it impossible to quote uneconomic 
prices to make a dent in their business. 

6.12U The Director of Industries feels that the large scale 

undertakings should be .persuaded to farm out the requirements 
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of componoits and parts to small scale ancillary units. If 
necessary an element of compulsion should be used at the time 
of licensing of large scale units by excluding from their 
schemes the manufacture of components and parts which are being 
produced competently in the small scale ancillary sector. 

6.125 According to the Director of Industries, Gujarat 
the real drawback in the development of anciV.-.ry industries 
is the investment already made by large scale undertakings for 
integrated production in their plant. They feel that it would 
be waste of valuable capital resources to sub-contract parts 
and components which can be mar. ifactured in their own plant. 

In the second place, they are extremely doubtful about the 
quality and regularity of the supplies coming from the ancillary 
sector. 

The Director of Industries, Uttar Pradesh feels that 
the following factors are responsible for the tardy growth of 
the ancillary industries 

(i) Present licensing policy which mr’"., it 
possible to set up vertically ir.u-gratcd 
plants in the largescale sector, 

(ii) Allocation of sizable foreign exchange 

as well as scarce indigenous raw material 
for the manufacture of finished goods 
■ together with all parts and components 
which can be made competently in the small 
scale sector. 

(iii) Lack of prescribed standards to ensure a 
standardisation of quality in respect of 
the products of the small scale sector, 

(iv) Uncertainty about the time of delivery by 
small scale units. 

(v) Lack of proper communication channel 
between the large scale and. the small 
scale sectors , 



6.126 The Director of Industries is of the opinion that 

sub-contracting must develop heall and helpful 

policies. Provision of liberal credit, technical know-how 
and supply of critical raw materials, supervision and inspec- 
ticsi by large scale units etc. could help the process of 
development of ancillary units, 

SUG^tESTIO^S 

Public Sector Undertakings 

6.127 The Group-feel that the large scale undertakings 
in the puolic sector should set an example in the 
development of ancilxary units, which can serve as 
stimuli to the private sector as well, f.ll project 
reports of large scale undertakings in the public 
sector during the Fourth Plan should be cleared with 
the Development Commissioner (Small Scale Industries) 
so that the manufacture of parts and components which 
ai'e being made or can be made competently by the small 
scale sector are not provided for '.. che schemes in 
order to create substantial scope for ancillary units 
to participate in the production of these components 
and accessories. 

6.128 All undertakings in the public sector should set 
up ancillary industrial estates or. the lines of the 
Hindustan Machine Tools Limited, Bangalore. 

6.129 In the existing public sector undertakings, a 
thorou^ scrutiny of parts and components required 
for each assembly must be made by competent technical 
persons with a view to detenuining what are the items 
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6.130 


6.131 


6.132 


th?t c?n be conven' mtly manufactured by ancillary 
units in and around the undertaking and also the 
itms which can be farmed out to "ftiia proposed 
ancillary units in the industrial estates. 

It should be the primary responsibility of the 
public sector undertakings to provide technical 
assistance, tooling and testing facilities to 
ancillary units as it will be ulti~: .-^ly economical 
and more convenient for the undertakings to get the 
parts and components manufactured properly in the 
ancillary units in their vicinity. Scarce indigenous 
raw materials along x-^ith imported raw materials and 
components required to build the sub-assembly should 
be supplied by the undertakings to the small scale 
units as far as possible. 

Since the uncertainty about the flow of orders 
on a regular and a continuing basis has been a great 
handicap in the development of ancillary units, it 
will be advantageous if long-term pur ,.ase arrange¬ 
ments are made by the public sector undertakings with 
the small scale ancillary units to give them a sense 
of security and encourage, them to develop new items. 
Private Sector Unde r takings ; 

The Group strongly feel that in respect of all 
large scale undertakings licensable under the 
Industries (Development & Regulation) Act, it should 
be made an integral pa rt of the licensing procedure 



thet any la rge scale unit applying for industrial 
licence will have to indici<<-e clearly which are the 
parts and compon^snts ajid access es to be sub¬ 
contractor to small scale ancillary units and the 
total value of such orders in a year. 

6•I 33 There should be the closest co-operation and 

co-ordination between the DQTD and the DCSSIO in 
order to promote a healthy and co-ordinated develop¬ 
ment of both the small scale and large scale sectors 
of an industry. The Group feel that Government 
should fix a clear responsibility on ,;ie Licensing 
Committee also to ensure that wherever sub-contracting 
and ancillary production is feasible, the industria 1 
licences to the large units should be granted after 
eliminating the scone for production of components 
and sub-assemblies which can be competently produced 
by the small scale units, 

6,13U The licensing procedure must ensure that possi¬ 

bilities of t he small scale sector are fully taken 
into account by the DGTD on the advice of the 
Development Commissioner (Small Scale Industries) 
in respect of each application for li' nee. It 
would, however, be futile to expect the Development 
Commissioner (Small Scale Industries) to make ary 
worthwhile suggestion about the modification of the 
schemes of the large scale undertaking unless his 
Organisation at the Headquarters is reinforced by 
high level staff, as recommended earlier by the 
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6.135 


6.136 


Group, to de?,l competently with the applications for 
industrial licences from the ancillary angle. 

In order to put the scrutiny of applications for 
industrial licences on an objective basis, the Small 
Industries Service Institutes in eac’- -..cate should 
prepare a comprehensive list of small scale units 
capable of manufacturing components and parts 
relating to large scale undertakings and also make 
an assessment of the capacity already installed in 
these units for manufacturing the sajne. This will 
not only enable the DCSSIO to base its objections to 
the grant of industrial licences to large scale 
undertakings on a realistic basis but also help each 
Small Industries Service Institute to function as a 
clearing house of information regarding the capacity 
available in the small scale sector fc manufacturing 
different parts and components and establishing a 
link between demand for a particular component and 
the prospects of making the same in an ancillary 
unit. It would be necessary to organise the work 
of ancillary promotion in each SISI on a planned and 
systematic basis and to create a cell staffed by 
competent technical officers to pursue the matter 
intensively. 

The ancillary wing in the DGTD which has the 
function of locating units to produce components, 
parts and sub-assemblies for large scale units 
should work in close liaison with i: Office of 
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the Development Commissioner (Sir*’’' 1 Scale 
Industries) in view of the necessity of making the 
Developn^nt Commissioner (Small Scale Industries) 
the ’central driving force’ in the dev'j.opment of 
ancillary industries. 



VII lEGISLMION 


7.1 In India there is at present no legislation regarding 
the development of small scale industries. This subject is 
being handled both by the Centra and tlie State Govarnments, 

It has been suggested that in a developing situation calling for 
adjustnsnts between Central and State Governments on the one hand 
and the different Union Ministeries on the other, the introduction 
of any legislation would inevitably m?jan circumscribing prograjmes 
and responsibilities of tlm Central and State Governments^ It might 
lead to regidity and freezing of the situation . a basis which 
might not allow scope for an^”- adjustments when needed. There is, 
hovjever, a substantial body of opinion in the countr^^ favouring 
the enactment of legislation on the pattern of th,'. Small Business 
Administration Act of the USA, 

7.2 In the chapter dealing with Governiuent purchase, it has 
been cleaurly explained how the intention of the Government to 
canalise a substantial share of the Central Gov-irnment purchases 
to the small scale sector has been defeated in practice. This 
proves that in the absence of legislation, the declared objective 
and policy of Government to lend support of tlin Government Stores 
Purchase Programme to sustain the development of rniall scale 
industries could not be implomentod to any appreciable extent. 

It may be mc-^ntioned that in the USA, to safeguard the interests 
of small scale industries and to ensure that a fair proportion of 
the total purchases and con’'racts for goods and sfirvioes for the 
Government, vjould be canalised to small business concerns, the 
Small Business Act of 1958 was passed. Thus, even in an advanced 
industrial country like Ameriea, the essenoe of v.’hose econoftiic 



system is based on free comp3tition, there was a clear acceptance 

and realisation that in carryir,;^ out the na.,.onal polic^r for the 

dwvelopment of small scale industries it was necessary to put the 

X'lhole sdaeme on a statutory footing through the enactirent of suitable 

legislation for the purpose. Under the Small Business of 19^8, 

a special indepcindent agency called the '^'nall Business Administration 

(SBA) was set up directly under the President and this agency was not 

affiliated or subordinated to any other agen< 5 r or department of the 

Federal Government, One important feature of the Act is the authority 

that it gives to the SBA to take prime contracts from the procurement 

agencies of the Federal Government and to arrange for the execution 

of the contracts through sub-contracts to small businesses. The 

agency is also authoris\=*d to obtain information and reports from 

Government procurement agencies about the extent of participation in 

Gove•enment purchases ly small businesss. An ancillary piece of 

legislation in USA for developing small business enterprises is the 

Small Business Inves'tment A^t of 195^ which was passed to facilitate 

♦ 

the financing of equiiy capital and long-term loans required ly 
small businesses in connection with their growth, expansion and 
modernisation, 

7»3 It has been urged that in India, having regard to the 
perfunctory and almost casual manner in which the Government 
Stores Purchase policy has been implemented, there is an urgent 
need for enacting suitable legislation to give legal backing to 
tto policy of canalising a substantial proportion of Government 
purchases to the small scale sector, TMs will not only ensure 
effective utilisation of the production facilities of small enter¬ 
prises in the country but also srtimulato further development 



of the small seals sector on a sacuro basis, 

7,Ii. It would be pertinent to mention in this connection that 

the small scale enterprises in India which may secure Government 
orders are often put to grQ;|t difficulties in e:" juting those 
orders, in the absence of scarce-' raw materials. In the USA, the 
small businesses X'jhich are concerned with tlie e:aicution of 
Government orders are in a position to draw their requirements of 
scarce ravi materials from the suppliers and the Small Business 
Administration has powers to obtain information from the suppliers 
and stocld-sts of raw materials about distribution of scarce raw 
materials to small businesses, which they are unable to obtain from 
normal sources. The Small Business Administration Act of USA not 
only covers civil purchases but also Defence purchases and provides 
that a significant proportion of the Defenoe purchases which are 
not of critical nature has to be farmed out to f' . small business 
sector along with the purchases and con'.racts on the civil side. 

This extension of the Government Purchase Programme to Defence items 
has been effected through an arfiendment of the Act under which the 
Department of Defence has to make a monthly report to the President, 
the President of the Senate, ^d the Speaker of the House of 
Representatives showing the amount of funds out of the appropria¬ 
tions to the Department of Defence, which have been expended, obligate 
or contracted to be spent with small business concerns, 

7*5 The failure of the Government Stores Purchase policy in 
India is matched by the failure of the Government programme to 
promote integration of large scale with small sea" . sectors and 
to stimulate the growth of small scale units ancillary to the large 





scale industriesj inspite of "the declaratAon of objec'bi'vtis and 
policy in this bshalf .in successive Five Ye Plans and in the Indus¬ 
trial Poll Kesolution. The whole historj- of licensing of industrial 

4SaS.ts and Regulation) Act, which 

has been discussed eairiiar in this report, goes to highlight the 
total inability of the Planners, Administrators, etc, to enforce 
any steps designed to secure the required measure of integration 
between the large scale and small scale sectors and develop the 
small scale ancillary units under the umbrella of large scale under¬ 
takings, Apart from the lack of success in the development of 
ancillary industries, the effort to stimulate their growth has been 
handicapped by a number of difficulties which can only be removed 
through legislation. The small scale ancillary units have often 
been at the mercy of largo scale parent concerns to whom they were 
affiliated for the supply of parts and components, due to inordinate 
delay in making payments for the goods received. In fact, in 
a majority of cases delay has generally been of over 3 months and 
has question often extended to 6 months. The small scale ancillary 
units, because of paucity of resources and their general inability 
to attract institutional finance, have been greatly inconvenienced 
in carrying out .their production due to unwillingness on the part 
of the parent concerns to settle their claims«reo 5 onab 3 y promptly. 

In Japan, to deal with similar situation and to protect the small 
scale ancillary units which were supplying parts, components and 
stores to large scale undertakings, a law was passed entitled Law 
of Prevention of Delayed Payment for' Sub-contracts (1956), This 
law, along with tho law relating to the reduction of private 
monopoly and maintenance of fiir-play(i9li7), did offer a substantial 
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DBasnre of protection to the small scale ancillaiy units against 
exploitation by tl» large scale parent concerns. It will be pertinent 
to mention that the core programme-for the development of small 
scale industries in Japan aimed at promotion of modernisation of small 
enterprises as it T-jas felt that the real progress of the small scale 
sector depended on its ability to achieve higher levels of 
productivity and hold its own against large seal'- enterprises. It 
X'jas, ho\^ever, considered necessary to enact a law for promotion 
of nedernisation. This law was passed in 19?2 and subsequently 
amended in 1962 so as to hasten the process of modernisation. Under 
this law, the Government can designate specific areas or fields 
where modernisation is considered to be talent from the point of 
view of national econon^r and to offer various ince itives to small 
enterprises undertaking modernisation according to the schemes 
and plans formulated ty Governmant, In India, altliough the 
modernisation of small seals industries has made some progress, it 
is yet to make a significant impact on the devoloprEnt of small 
scale industries. It may be mentioned that tho r foer of units 
which have been assisted by the National Small Industries Corpration 
till the end of September, 1967 by way of supply of machinery on 
hire-purchase basis comes to 7h2^ units against the totel of 
1j20,000 units registered \iith the Directorate of idustries. And 
again there are more than 1,5 laldi units which are not registered, 

7,6 In the field of finance, it has been mentioned in the 
chapter dealing with credit that the share of the small scale sector 
in the supply of institutional finance is as yet negligible and out of 
proportion with the contribution of the anall scale enterprises to 
the total industrial production in the country. In Japan, several 
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laws haw boen enacted for facilitating tho sufjply of finance to 
small enterprises and^ mainly, theois laws late to two specific 
fields — (i) those relating to the formation of corporate credi'o 
associations and (ii) those relating .to strengthening of the 
Government financial institutions established for the purpose. 

It should be .mentioned that the fteoples Finance Corporation (IFC) 
which finances the smallest among small scale units is a special 
financial institution operated solely on the basis of financing 
ty Gove.rnment, . It has been established under law to give institu¬ 
tional finance to very small scale units which may not be considered 
as banicing risks by other financing agencies, F sides this 
Corporation, the Small Business Finance Corporation (SBFC) has been 
set up to give long term and medium term loans to small scale 
units in ordsr to augment the facilities which arc availably from 
other financing institutions, A particular point to be noted is 
that in Japan the financing of small scale industries also has bean 
put on a statutory footing, not only to canalise the flow of funds 
to the small scale sector in adequate quantities, but also to see 
that the small scale sector is not handicapped in realising its 
potential on account of lack of finance. In India, institutional 
finance still continues to be available to only a small fraction 
of the small scale uni+s and it is yet to be sc'.en whether the new 
credit policy based on social control will be able to enlar^ the 
flow of finance to the small scale units and the weaker ones 
among them to help fulfil the targc.ts laid down for the small scale 
sector during tho l+th Five Year Plan, There is a strong feeling 
that tho whole subject of financing of small scale industries 
should be put on a statutory basis throu^ enactment of appropriate 
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laws, as in the case of Japan and also of USA where the Small 
Business Investment A^t of 19^8 ensures the supply of adequate 
finance to nnot the capital and current requirements of small 

•'i 

businesses through institutional agencies, 

7*7 Absence of legal provisions in India to guide and 

regulate the development of small scale i- dustries has 
not proved to be a source of strength. In fact, the 
non^implamjntation of Industrial Policy Resolution 
regarding strsn thening of decentralised sector and 
integrated developient of the large and small scale 
sectors has been substantially due to want of laws to 
implement the objectives of Industrial Policsr Resolution 
and the successive Five Year Plans, Althou^ the Group 
have suggested re-formulation of Indus'brial Pblicy 
Resolution with partdcular reference to the small 
industries sector, it is felt that a mere enunciation of 
a new policy will not produce the desired msults, 

7,8 The Group feel that the matter has to be gone into in 

depth and, would therefore, rea3mmend the constitution 
of a special committee to go into tho whole question 
covering all basic aspects of small industries development 
such as, sub-contracting, Govornmant Purchase, 
organisation and finance, with a view to framing suitable 
legislation for enactment by the Government, 





VIII ACKI>T07JLEDGMMTS 

The deliberations and^dlscussli i of the Group 
covered a wide area Including the field of State-Centre 
relationship. It -was, therefore, necessary for the Group 
to visit several State Capitals, l»e., Bombay, Ahmedabad, 
Calcutta and Hyderabad, to hold discuss J'■■is with the 
official and non-official agencies concerned with the 
development of small scale industries at the State level. 
The Group also Interviewed the key officials connected 
v;lth the provision of facilities to the small scale sector, 
such as, the Deputy Governor of Reserve Bank of India, 
Chairman, State Bank of India, Chairman, National Small 
Industries Corporation, the Economic Adviser, Ministry 
of Industrial Development and Company Affairs and the Chief 
Controllaer of Imports and Exports, The views and opinions 
offered by the persons interviewed were of great help to 
the Group in clarifying many intricate iss’ as and coming 
to specific conclusions on them. 

The work of the Group was facilitated by the res¬ 
ponse and cooperation forthcoming from all interested 
agencies both in the public and private sectors. In fact, 
the views and suggestions received from the Federation of 
Indian Chambers of Commerce and Industry, All-India Manu¬ 
facturers* Organisation, Federation of Associations of 
Small Scale Industries and several State Associations of 
Small Scale Industries, Indian Standards Institution and 
various financial institutions, including the Reserve Bank 



of India and the State Bank of India, State Financial 
Corporations, and* the State Directors of Industries were 
of considerable help in pin-pointing,the basic problems 
and .issues and suggesting the lines of remedial action to 
resolve the difficulties* It would not have been possible 
for the Group to formulate its recornriendations on the va 
various problems relating to the operation of Small Indus¬ 
tries Development Progranime but for the unstinted coopera¬ 
tion and useful suggestions received from all knoxijledgeable 
quarters. The names of organisations and * ..oncies which 
have participated in the discussions of the Group and also 
helped them b.y giving their replies to the questionnaire 
are given in Appendix XI, The Group are particularly 
indebted to the State flirectors of Industries vjho have 
given their free and frank opinion on the v/orking of the 
Small Industries Programme and the lines on which action 
could be taken to strengthen the programme in future. 

The Working Group had, in all, 7 meetings, the last 
meeting being held on the 31st May 1968 and the 1st Juno 
1968, It would not have been possible for the Group to 
complete their work but for the secretarlr assistance 
rendered by the Office of the Development Commissioner, 
Small Scale Industries, Particular mention may be imde 
of the services rendered by Sarvashri N,D. Marwaha and 
M,M, Bansal, Junior P’ield Officers, vjho had spared no 
pains to analyse the mass of information and data furnished 
by the different respondents to the Group, Shri A.H, 
Bhyana, Senior Analyst of the Administrative Reforms 





Gommission also assisted the Group In analytical work 
for some time; then he left for anotr. sr assignment. One 
of the Members of the Group, Shrl T.M. Mlranl, Deputy 
Secretary, ARC, left for Manila on an UN assignment and 
could not therefore participate In the deliberations of 
the Group for a considerable period. It has, therefore, 
not beon possible to get the benefit of his views and 
advice In finalising the report of the Group, 
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S'Jinniary of Conclusions/Rocommendations 
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The Group cannot but view dissatisfaction 

the practice of the States to utilise the allocation 
for small scale and village industries fca:* other 
purposes tlirough diversion of funds. To the extent 
that funds allocated for small scale industries 
programmes are diverted to other uses, there is 
bound to be slcn-dng doim of progress in the 
sphere of sn&ll scale industries. 

The Group are firmly of the opinion that 
in view of the definite and distinct role assigned 
to the small scale sector in the industrdal 
development of the country and th- conlxibution of 
the sector to the grovrth of industrial pa-oduction 
and emplo;i'mcnfc opportunities on a substantial scale, 
allocations earmarlced for small scale industries 
should not be utilised by States for other 
purposes. Even if any diversion becomes unavoidable, 
such diversion of funds should not be effected 
except vjith the prior approval of the Centre. 

Apart from the unlicalthy practice of diversion 
of funds from the small industries sector referred 
to above, the deminishing share of the small 
scale sector in the State Plan a}.’ nations indicates 



a tendency to regard ttc small scale industries as a 

non.-priority sector, but the Group are convinced that 

this tendency would lead to a dilution of the social 

and economic objectives of planning as mentioned earlier, 

including creation of quicker and substantial employment 

opportunitdes at relatively small capital cost, reducing 

disparities of income and ensuring an equitable 

distribution of natio'nal inoome, mobilisation and 

utilisation of local resources of car:.tal and slcill, 

stimulation of local entrepreneurship a nd promotion of 

integrated agro-industrial dev opment, etc. The 

Group, thorefero, consider it very necessary for 

all State Governments 'to give hi^ priority to the 

small scale industries sector in the State Plans. 

♦ » 

The Group feel that the tendency on the part of 
a large number of States to allocate a diminishing 
proportion of the State plan outlay to the small 
scale industries sector has been partly due to the 
availability of Central assistance to different States 
in the form of loans and grants on a "idoly differing 
basis. It will be wrthwhile to fiuote from the 
Estates Committee Repoi't of 1965-66 on the Organisation 
of the Development Ccanmissioner- (Small Scale 
Industries) regarding allocation of Central ass5-ctance 
which states as follows:- 
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’'The Committee note that, during the Third Five 
Year Plan period, the progress of expenditure on the small 
scale industries programmes in the different States has 
been determined very largely by the quantum of Central 
assistance in the form of loans and grants, sanctioned to 
a State* For instance, in Ifsore and Rajasthan whdre 
tte percentage of Central-assistance to the Plan outlay 
is relatively low (31i08 per cent and 37*2 per cent 
respectively), the percen-tage of ghort'':..!! in the Plan 
expenditure is very high (63*82 per cent and 58*61 per 
cent). On the other hand, in K '.-as, which has received 
Central assistance to the extent of 89,71 per cent 

Znot only no shortfall of its Plan outlay, there is Aikely to exceed tlie Plan 
but the actual 

expenditure is target by about 18.1 per cent," 

It would appear from -tlie figures of Central Assistance 
to Sta-tx3s (loans and grants) during the Third Plan period, 
given at Appendix H, that the f loiir of Central assistance 
to Sta-tes has varied ^^idely leading to great disparities 
in the levels of actual expenditure for and actual 
development of small scale ind-ustries •’i^orr the var<j.ous 
States, But the Grojup feel that t.- reduce -tlio existing 
disparities in the levels of industrial development 
tetHDon States, the propdrtion of Cont’cal assistance 
should 1)0 higher in the c^se of less dcvolor-od A+,atos. 
Similarly, the division of Central assistance into 
grants and loans should give due weightago to the 
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less developed States, so that the allocation of.grant 
is higher in their case as compared to the more advanced 
States, 

^ 3»11 The Group strongly feel that while there has been 

awareness of the need for strengthening the small scale. 
sector by i*eserving areas of fa:*oduction viiere large scale 
operations are not considered to be of any distinct 
advantage, a number of actions have been initiated by 
the Government of India to exempt more and more 
industries fran the operation of the Industries 
(Developnent &. Regulation) Act, so as to encourage 
the development of large and med‘ m undertakings 
in such industries in a free and unfettered manner. 

Those two linos of action have posed a contradiction 
in thinking and planning and-resulted in a lot of 
Uncertainty being introduced in the policy for the 
development of small scale industries* 

6 3*12 The Gro3p are definitely of the view that there is 

an urgent need for clearly defining the national policy 
for the development of small scale industid-es* The 
specific clauses In tfe Industrial Policy Resolution 
19^6 concerning small scale industries liave not led 
to clear and concrete action and the reference to the 
combined category of cottage, village and small 
scale industries in the Policy Resolution has 
created difficulties about the implementation 
of the Policy in regard to the.modern small scale 
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iru3-u0triea as the requirefflents of such industries 
and those of village and oottage industries have 
undergone changes and are substantially different 
at present, 

Bas ic Principles for a Uew 
Small Industry Policy 

7 3*13 The Industrial Policy for the development of small 

scale industries should clearly affirm the priority 
nature of the industries in the small scale sector 
in view of its potential for creating employment 
opportunities, stimulating entrepreneurship in middle 
and- lower middle classes society and bringing about 
a more equitable distribution of income and wealth. 

It is of the utmost importance to ensure healthy 
grov/th of the small scale sector, not only to acce- 
larate the industrial and economic progress of the 
country, but also to provide a broader and economi¬ 
cally and socially more justifiable industrial base, 

8 3.14 Allocations of resources for the development of 

small scale industries should be based on the 
assessed requirements of this priority soc/uor and 
should generally be proportional to its con-tribution 
to its contribution to the total industrial produc¬ 
tion and employment in the country. 

^ 3«15 Apart from the positive measures to increase the 

productivity of small scale industries j it will be 
necessary on the part of the Grovemment to identify 
and earnnrk specific areas or fields of productionsnd 
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10 3.16 


11 3.17 


12 3.18 


processos for exclusive production in the small scale 
sector, based on the proved competence of small 
enterprises to undertake the production in the designated 
fields. 

The Group feel that if delicensing of industries is 
considered desirable from the point of view of general 
industrial development of the country^ such delicensing 
under the Industries (Development & Regulation) Act 
should not bo undertaken without carefully considering 
its impact on the development of small scale industries; 
and all such industries or fields of production as are 
technically and economically feasible, within tlie limits 
of fixed irvostment for the smal_ scale sector, should be 
excluded from the deliconsing programme to prevent new 
large scale undertakings from coming U’ in an unrestricted 
manner in these fields. 

Priority of consideration should be ^von to 
the modernisation of the small industries sector by supplying 
the needed equipment and machinery on an dnstalmenb 
credit basis; also necessary steps should be taken by 
Government to ensure the supply of scarce ra.w materials 
to '«.he small scale enterprises on an equitable basis and 
to meet the credit requirements of different types through 
appropriate institutional arrangements. 

In viovr of the need for a healthy and co-ordinated 
growth af the large scale and small scale industries 
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SGCtor, tto development of large scale undertald-ngs 
should bo planned with d,ue regard to the devolopment of 
small scale sector in the same industr"' .-s. In licensing 
largo scale undertakings, the needs and capabilities of 
the small scale sector should be fully kept in viewj 
licences to large units may be granted only after 
excluding facilities for manufacture of parts, components 
and sub-assemblies vrhich can be competently produced 
by small scale en'beirprises in the country. 

Largo scale processors of technical rav/ materials 
and intermediates lilce aluminium sheets and circles, 
wires, basic plastic materials, etc, should not be 
alloired to produce the end-produ i such as, aluminium 
utensils, vjire products, plastic goods, etc, which 
should bo generally left to tlio sma ..i scale sector, 
subject to techno^conomic feasibility. 

State Governments who are primarily responsible 
for the development of small scale industries and 
implementation of various specific small ii'd-stry 
programmes should ensure compliance that the natt.'^nal 
policy and objectives relating to the devolopmcm- of 
small scale industries and take timclvr corrective action 
t .0 pi-ovent shortfalls or deviation from plamed 
targets or approved programmes. 

The promotion and development of smnll indo.sti’ios 
on a dispersed basis is an importc"’ J^■'jectivG of 
developmental policy, but small industries by themselves 
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rai-a 

Mo. cannot. ^ expected to initiate the process of industrial 

dispersal beyond tfe© .wp-ti-opolitan areas. As surfi, 
oonptrehensiviB development schemes should be initiated on 
an integrated basis in selected areas iid centres to 
provide i^rastz'iKtw© and relsfc^ facilities together 
■with critical inputs for the sustained development of 
small scale and other indus'fcries in semi-urban centres 
which can serve as the focal points of agro.dndus'ta'ial 
development, 

l6 h»$ But the technical advisory service being rendered 

by the Small Industries Service Institutes and Sx'tension 

Centres at present has became oulmtoded and the technical 

esroertise a-vailablo with the Organisation is considered 

quite inadequate to deal -with the emerging problems ani 

the changing' need pattern of the small .cale sector. 

The Grbupa-would Like to emphasigh that v;hen the Organisation 
was f ji'st establiS'hed the pattern of technical assis'tance* 
*to be rendered by was de'termifi^d! with'dub regard to the industrial pattern 
the Organisa-bion 

prevailing then. The' staff recrui-bed and the machinery 
and equipment purchased for the Exteraion Centres were 
'adjusted %0 -jiiB^ the r^ of the small scale 

industries at thah time. The Group regrets to note that 
over the years the cadre of -technical experts has been 
weakened on account of frequent loss of experienced and 
qualified experts due to lack of prospeots. Many experts 
with long experie.nce. in extension wnrk left the 
Organisation in quest of better prospects and the 
rcAultanb vacancies had to bo .fillai with junior and 
comparatively ixxaxperionced s'fcaXf, as experienced people 
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upafe ivr-:k nt by tho scn.l.e.*? of jiay r .-nolied f.o tJiG 

posts. Tb-is has boon very unfortumte in view of tlia 
steady increase in the level of technology of t!ie small 
scale sector as a v7hole and orientation of the nex^ small 
scale units toi-mirds manufacture of sophisticated and 
precision products. 

The number of experts in the Develenient Commissioner’s 
Organisation has also suffered reduction in recent years 
because of administrative reasons which were beyond the 
control of tbo Organisation, It may be mentioned that 
20 posts of Assistant Directors and at least one post of 
Deputy Director lapsed in I 966 as tliey’ha'^ been lying 
vacant for a pei'iod of six months or mox’o.. The main reason 
for the posts remaining vacant was the difficulty faced by 
th« Union Public Service Commission in recruiting 
candidates in time. This difficulty vras in part due to 
the lower salary which proved unattractive to the prospective 
candidates. But the not result has been a reduction in 
the strength of everts available to the DCSSIO for 
running the industrial extension service. It has thus 
been practically impossible to increase the coverage 
of the units brought unde?* the Assistance Programme, 

"that there is an imperative 
Organisation cb ohe Development 
Commissioner by the addition of top level expx>jrts in 
regard to the progressive industries like thermorplastics, 
oleotrical equipment and measuring instruments, electronic^ 
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U*3Jt It has to bo raontioned tliat tho majority o^ the 

State Governments are almost entirely dependent on the 
help provided by tho Central Small Industries Organisation 
through the Snail Industries Service Institutes in rendering 
technical assistTanoo to small scale ijTuastries * Although a 
number of State Governments liavo set up tixsir oxm technical 
wings, tliey are totally deficient in expertise in sophisticated 
fields lilce electronics, thermo-plastics, etc. But it has 
not boon possible for S3nc other States oven to make tho 
small beginning. Therefore, the main brunt of supplying 
advanced technical assistance has to be taken up by the 
CSIO, But if tho Organisation of the Development 
Ccwmissioner (Small Scale Industries) is to strengthen 
itsol? by tho addition of high level experts, particularly 

i 

in new growth indus'orios, it has to bo divested of the 
responsibility of providing expertise in common basic 
trades lik© smitlv, carpentry, metal finishing, forging, 
welding, heat treatment, etc, which they have been 
dealing vrith since inception of the Programe, 

The Group are glad to not-o that some action has been 
initiated in this behalf and that immsdintolj'' c ..'axtension 
Centres are proposed to bo handed Ovcr to the State 
Governments, Tho process should be expedited as there 
are as as Extension Jontres belonging to primary 
trades mentioned above, which should bo handoa over to 
tho States, Tho State Crovorments should develop their 



technical wings in regard to ttio basic trades; and the 
facilities and machinery and equipment vhich are at tiba 
disposal of the Organisation of the Development Commissioner 
(Stiall Scale Industries) should bo hand'd over to the State 
Governments to help them provide technical services for 
basic trades* 

The Group would also like to make it clear that so 
far as the Organisation of the Development Commissioner 
(Small Scale Industries) is conoemed, it should also 
shed tlr? activities like provision of workshop facilities 
relating to engineering industides where these are 
available* from other sources in the small scale sector 
itself. This is to say that as facilities are developed 
by other agencies on a commercial basin, it would be 
appropriate on the part of the DCSSIO tr gradually 
withdraw from the field so as to encourage the private 
or/and state Government agencies to develop-thsir 
facilities to the full. Such an action would help 
the Government to release resources for more important 
tasks in the service of small scale industries* 

The Group strongly feel that it is desirable 
to revert to the old system in which the Small 
Scale Industries Board used to meet regularly at 
least three times a year. It is not necessary to 
have a separate Official Level Committee and it 
should suffice to set up separate Standing Cwnraittees 
on different aspects of development of small scale 



industriee, such as finance, ancillarles, ravj mator4alS| 
etc* so that tha Board could be guided and advised 
regarding the effective means of accelerating the 
developnent of the small scale sector* The Small Scale 
Industries Board must assert Itself and make a meaningful 
impact on the development of small scale industriee 
in the country* In the opinion of the Qrot^, this ean 
be ensured only ly preserving its old character and 
doing away with the bif urchtion of the Board into a 
policy Making Board and Non-Policy Making and 
I^lementation Committee* The Board must meet more 
freq^iently and at least twice a year to give policy 
directives and to suggest positive measures to deal 
with the emergent probing oonoeming the dervelopoant 
of small scale industries in the coui^ry* The Group 
also like to invite a reference to the recommendation 
of the Estimates Committee (1965-^6) made in their 
lO^th Report (pp* lU-35), which also stressed the 
necessity for the Small Scale Industries Board to meet 
at least once in six months for 'critical xvvievr and fruitful 
deULberatlons on problems facing small scale industries*« 
Though conscious of the need for effecting eeenony 
in administration, the Group consider it absolutely 
essential to strengthen the headquarters of the 
Organisation of the Development Commissioner (Small 
Seals Ixtdustries) by the addition of the following top 
Isvsl experts in specialised fields to enable him to 




Designation of 
Post. 


Kb, of Post 
Required, 


Scale of 
Pay 


1, Industrial Adviser 

(Plastic & Pleastic 1 Rs.1800 - 2000 

Chemicals) 

2, Industrial Adviser 
(E3i?ctrical, Engineering 

& Electronics) 1 Rs,1800 - 2000 

3, Industrie 1 Adviser 

(Mechanical & Instrumen¬ 
tation Technology) 1 Rs.1800 - 2000 

U. Director (Plastics 

&. Rueber) 1 Rs.llOO - 1800 

Director (Insecticides 

&. Pesticides) 1 Rs.llOO - 1800 

6, Director (Electrical) 1 Rs.llOO - 1800 

7, Director (Electronics) 1 Rs.llOO - 1800 


2 ^ U,2.'7 It has not been possible for the Develcpmenb Commissioi 

to give high level attention to the formulation and evaluation 
of Government policies and measures for th6 healthy and 
balanced groifth of small scale industries. In the absence 
of k highly qualified and e^qperiefeed Policy Planning 
Adviser to provide the Development Commissioner and the 
Itolstry with authoritative guidance immediate and 
emerging small industry policy matters, there has hardly 
been ary systematic attempt at policy and programme 
planning for the entire smkll Industries sector. The 



Group-feel._that'is absaXutaly neoesf-’ry to create tho 
post of an Indufffcraar Act/lser (PLa,.^*:ing and Research) 
for the Organisation- of ihe Development Commissioner to 
give majcr attention to the undertaking of special 
functional and topical studies reeded for policy guidance 

and gor making recommendaitions for fomulating Small 

\ 

Industries Programme alonj» lines that are most. likely 
to realise the potentialities of small industries development 
in the prevail3.ng situation. The Group are glad to note 
that an Evaluation Cell has already been created at the 
headquarters of the Organisation of the DC(SSI) on 
the basis of the recommendation of the Estimates 
Committee (1965-66), made in the.'. iOpth Report, page 18, 
and vTOuld recommend that vhe Cell should be placed under 
the Industrial Adviser (Planning & Research) for 
continuous evaluation of programme effectiveness. 

It has already been msntiorsd that tlio edge of 
the technical service has been somewhat blunted by the 
failure of the DCSSIO to provide expertise of the 
•squired level in such grot^th industries. The (small 
scale sector which has beeS able to diversify into 
new and sophisticated lines of production are nob 
getting the required assistance in the fbrm of 
technical advice and guidance fr ■ ohe Small Industries 
Service Institutes due to wart'of experts and 
subject matter socialists in these fields* 



Consttltants 

Tlr» Group aro alpo ■»»(. a pu^stantial 

additional to the technical staff of tlie SISIs at the 
regional level is extreiiiely necessary to render effective 
technical advisory service to small scale industries in 
tte modern growth industries. The Group are, however, of 
the opinion that the utilisation of private consultants 
and experts on a part-time basis is extremely, desirable 
to improve the quality of the technical iwrvice provided 
by the Small Industries Service Instit'-’-es. It is 
recommended that provision of hifii-level technical 
consultancy service on a regional basis should be 
arranged by establishing technical panels of part-time 
consultants for various key industries, attached to 
the Small Industries Service Institutes at Calcutta, 
Bombay, Madras and Delhi, These Institutes should 
establish rosters to conta,ct consultants to supplement 
their own staff* and the personnel may be alloxged 
to be drawn from large public and podvate undertakings, 
National Laboratcries, retired technical experts, etc. 

The panel of consultants should render ^chnical 
advice to the Institutes on payment of monthly 
retainer’s fees and the Governmert should malce it 
^essible for experts attached to public sector 
undertakings and national laboratories to wcrk as 
part-time consultants to the Organisation of 
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th® liev-olonment'Ccraniiscioner, jX 

The Group also-It should bo more and 
litsBM Olp^the- Goffernnent to stdwulate iidierest 

In private oia^porato agencies,- industrial co-oporative 
soeis'Ui 4 Niy<^ta^dei^assddietiohd^-etc-, for the prov^ion 
of diechiiioal aorriccs and faciUtdos« These bodies 
which have not;so far shown much 'willingness or initiativo 
tc_<<£P«r Iteahnlcal services -and facilitins to small 
scale indiisiarios should be encouraged to undertake this 
task to an apppeGiablo exter* oh the basis of a matching 
grant frran the Government of India , Initially, Governaent 
Bay agt'oe to finance the expenditure to be incurred 
by these agoncies on a 50 j 5o basis, but the Central 
assistance may ho -^adually ^diicted from year to year 
uitiVprevision ior Doing completely tapered off at the 
encl.^ of .^f ive .years> 

jTho sjJiggopte^Tsteps will help Govorniriont to minimise 
■the e3cpr»'.4iture; onfthe pro^daian of hi^er industrial 
extension-sersfice.s The Oro^p^ however, thirilc it 
absolutely necessary to siaicngthen the Small Ind^tries 
Service Institutes by providing the minimuia supporting 
staff to render essentia x technical service in spociallsod 
trades with the help ^f a paral of consultants as 
indicated bo low;- 

1, Deputy Director (Electronics) U 

2, Deputy Director (Sloe* Si^ineoring 

& Ibasuring Instruments) U 





3, Dopu-fcy Director (Plastic 

Chemicals) 1; 

ij.. Deputy Director (Paper Con¬ 
version & Msc, Chemicals) U 

Deputy Director (Tool Room 
Specialists on Design and 
Production of Dies, Jigs 
& Fixtures, etc,) U 

. The Group fool that although a good deal of 
emphasis is being put on improving and standardising 

the quality of small industry products, very little 

effective help is being rendered by way of providing 

adequate facilities for the testing of raw materials 

and finished products. It is, therofore, necessary 

that one of tho basic handicaps in the imprpvomenb 

of smaU. initystjy. products^^^b^ by developing 

the SISI xrorkshops and laborataries at C alcutta, Bcmibay 

Delhi and Madras into fi^«*flodged regional testing 

centres to}/9®ttercCt9 the,needs of mechanical, electrical 

metallurgical and chemical industries. 

It 'las been astimated ithatrCft sum of lakhs 

would bo- reaalred to equip:,each>.«f thesa regional 
testing Centres: with, adeauata<<machinBry, . tools and 
laboratory equipment* Each testing centre shoulC be 
iiV'charge’ of a,director wjio-should,..be assisted by 
supporting technical.staff*. The staffing pattern for 
each centra should be as follows.!•» 



. Dirootca* 


1 


Deputy Director 1 

Asst• Director 1 

Scientific Officer U 

Laboratory Assis¬ 
tants, 2 

The Group also recommend that in addition to 
the Regional Testing Laboratories at Bombay, Madras, Delhi 
and Caloutta, the Organisation of the Development 
Commissioner (SSI) should set up process and product 
development centres-cum-testing laboratories in trades 
like rubber, plastics, electrical appliances, making 
of tools and dies, pressure die castings, etc, at 
appropriate places lite Kanpur, LudhJ. —a, Hyderabad, 
Ahmedabad, Asansol, etc, keeping in view the requirement 
of the particular area. These centres may bo constituted 
by. pooling the existing resources and staff from the 
different extension centres and institutes and supplementing 
these by critical equipment which will be necessary to 
help the centres function as full-fledged development- 
oum^testii^ centres. The objectives of such centres 
will be as fol!l.ows:- 

(i) To solve the operational problcans of the 
small scale units brought back by the 
field staff 5 

(ii) To disseminate information r yarding the 
latest development in the manufacturing 
linesj 
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(iii) devel.op revj processes and produota 

to encourage the setting up of mvr units} 

(iv) To evcl^/e apppopriato technology suited 

to particular'demand and resource situation, 
to test the products of small scale enterprises. 

The (5:*oup :further recommeni that the test certificates 
to be issued by the regional testing centres and the 
above-mentioned process and product dev^ ' -^ment certres 
should be treated on par with those issued ly the other 
approved laboratories in the country, not only by the 
Expert Preauotion Council but also by the Directorate 
of Inspection of the DGSSD and other Government purchase 
agencies* The certificates should not be given free 
and the service should be charged for, but the scale 
of fees should be determined vrith due regard to the 
capacitor of the small scale sector, to pay -foese fees* 
Charg ing of Fees 

_ The Group deem it necessary to have fresh thirfeing 
over the whole question of imposition of fees for all 
types of services rendered by the Crionisation of the 
Development Commissioner (SSI) including techno-managerial 
consultaaty service. The rendering of exteacsion service 
has gone on too lor^ on a compltetely gratuitious basis 
and it is high time to change the practice . The 

t 

imposition of service fees ii^'the best way to ascertain 
the true value of the serv5.ces and to discriminate 
in favour of those who have a real need far such help. 

This will also prevent the extension personnel frem 
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boocaning bureaucratic ..nd ] c5sr acnrioc .ninicd by getting 
entangled in rout ire viork of adninistrative nature and 
help identify programmes that do not have sufficient 
demand to justify their continuance. 

The Group, therefore, feel that all types of 
services should be progressively charged for^ the 
scale of fees being adjusted according to the quality 
or level of expertise needed and the time required 
to be spent on the provision of the service, The fees, 
however, need not in all cases cover the entire cost. 

An elaiuai* of subsidj^ may be allowed at the initial 
stage in fixing tlio sca7a of feess It may also bo 
desirable to mice an exemption in tno case of units 
located in depressed and backward areas but this 
pre-supposos that the. delirication of such areas will 
have to be undertaker in advc:..oe by the State Directors 
of Industries. Since the cost of piovision of extension 
service will increase substantially duo to the need for 
recruiting top level experts in specialised trades and 
provision of sophisticated machimry and equiptitent in 
the process oTtd development centres, it will be entirely 
appropriate to recoup at least a part of the expenses 
throu^ the imposition of service fees on all ir.pcrtanb 
types of services rendered by the DCSSI, 

The Group would like to draw attonoicn to the 
fact that at present the re.-prnsibility for ttie development 



of irsinsii-Jos Jite elocta-oriiosj, p- o-chewicals and 
related industries fruit preservation, etc, vests 
in different Ministries which are also determining 
the policy for the development of such industries. 
Although several Mi : Castries are concerned with the 
development of industries, tho Organisation.of the 
Development Comraissionsr, Small Scale Industries, 
is the only agency at the natiorial level, responsible 
fcr the co-ordimtion of programmes for the development 
of small scale sector of these industries• There 
.has, however, teen a tendency on the part of some 
of the Ministries concerned to T-TCir’- isolation iidthout 
taldLr^ the Development CcsrimissiorBr, Snail Scale 
Industries, into consultation in'the formulation 
of policies and programmes for the development of 
the industries in q'^estion. 

The Group would, therefore, suggest that the 
Union Miraistries concerned with the development of 
specific industrj.es should work in close collaboration 
with the Organisation of liie Development CommissiorEr, 
Snail Scale Industries, for the coordinated development 
of the large and small sectors of these industries. 

The Group feel that the questj.c ■. of status of 
the Development Commissioner, Small Scale Industries, 

Is of cruc.ial importance in relation to tte functions 
that he has to discharge, particularly in respec1; ,Df 
effecting co-ordination between djLfferenb Ministries 



of tho Union GovGrnmGnb and with different State 
Gcfvernmerrts* The Group would, therefore, strong!^ 
suggest that the Development Commissioner should be of 
the minimum status of that of Joint Secretary to 
Government of India to enable him to perform his 
duties efficiently in regard to the development of 
small scale industries. The grant ci' the status of 
Joint Secretaiy will not only enable the Development 
Commissioner to speak with greater authority and to • 
make his wei^t felt in all matters having a bearing 
on the development of small scale industries, but also 
enable him to deal directly with all issues and questions 
which are disposed of by the Ministrj'’ at the Joint 
Secretaiy’s level, without having to make a reference 
to the linistry again. The Group also feel that the 
raising of the status of the post to that of a Joint 
Secretary would make it unnecessary to allot a separate 
Joint Secretary to deal with sma?-l liidustiy questions 
in the Mirdstiy, 

In fact the-State D-3j.-*cctors of Industries lack 
technical personnel to discharge their functions 
efficient!:/ r.:x'. ' -■•5nd:;;‘!cy to r :garS 

Industries Service Institutes as their technical wings 
for all purposes has left them orctremel;' ill-equipped 
terms of technical personnel uo effectively deal 
with the needs and oroblems of small scale industries. 



Inspite of the coisstitutional responsibility of the 
State Governments in the matter of small indnstroes 
development, the existing set-up in the States is 
not at all conducive to the realisat-' : u of this 
objective* 

It vd.ll be pertinent to point out that there 
have been great disparities in the levels of develppHlenfc 
of small scale industries in different States due 
primari3y to x-d-dely varjdng degrees of attention,,drive 
and initiative put in by the State Governments. Excepting 
a fe'W States lilie Iladras, Punjab ai-ji Maharashtra, the 
progress cf the small scale sector was veiy unsatisfactory 
in other Stat^ • The fact that the priority accorded to 
the small industries sector was allovred to diminish 
steadily over the successive Plan peri .s in a vast 
majority of the States was a reflection of the lack of 
appreciation and awareness in these States of the 
role and significance of small scale industries in th^ 
national economy* The performance in Bihar, l^gasthan, 
Orissa, IJrysore, Uttar Pradesh, Asi^m and VJest Bengal 
has been very disappointing* Even at present the main 
emphasis in the Small Industries Programme is being 
put on the issue of permits and certificates and the 
largest proportion of the time of the staff is spent 
on regulatory duties. Tl® Industries Directorates are 
not fully avjare of the difficulties and problems facing 
the small scale industries and are hardly in a position 
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to provide the integrated leadership at the State level 
vhlch is necessary to give 1 ho required thrust to the 
developwerib of snail scale industries* 

Ii 0 The Central Governaent’s role In snail industries 

developjoent has to be linited to fotnuilation of policy, 
00 «*ordinatiQn of progransnes, launching of prcnotional 

f 

activities and provisiai of higher technical assistance 
tihich cannot bo organised conveniently by the State 
Goverments, It has to perfora catalytic action 

to sbinulate and assist the States and other agencies 
to build up the small industries novesiont * But the 
State Directorates of Industries must he the <central 
force t at the State level in developing and building 
up tte sBBll ii^ustries sector* 7^1 other agensles 
like the erganisation of the DCSSIO, NSIC,- the State 
Bank of India, etc. would bo inetrvaasntal and helpful, 
but infrastructures have to bo provided by the States 
to prepare the base to receive and utilise these aids* 
.111 UJbS State Inlustrles Directorates should* take up 

periodical review of the status of snail s oale 
industries and their problems, arrange conferencesj 
evolve appropriate strategy at the State levd for 
tl» development of sitall scale industries* formulate 
parograitmss which will have the maximum, impact and 
assune a dynaaiic role to accelerate the development, 
of small scale industries. 
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In ooamection wlt.h +.he flevelopnen'*' of small industries 
in smellei'’ tovjns and villages, f ormulatAon of integrated 
plans of development of the industrial centres in 
co-operation vrith all developmental departments concerned 
with the provision of economic and community facilities, 
e*g« the P*W,D,, Public Health Engineering, Electricity, 
Medical and Education Departments, etc, should also be 
the primary responsibility of the State Directorates of 
Industries. 

As already recommended by the Group, the Organisation 
of the Development Commissi oner (SSI) should disengage 
itself from activities that it has effective!ly demonstrated 
over a number of years and the provision of technical 
services in regard to the basic tildes should be carried 
forward by the State Governments, This will not only 
make it possible to avoid any duplication of efforts in 
specific fields between the Central and state Governm(aits, 
but also leave ttie Central Organisation free to build 
up programmes for giving hi^er technical estpertise 
and guidance in respect of new and sophisticated 
industrial fields. 

The Gro^ip would strongly repemmend that the State 
Directorates of Irdustrics should be strengthened by the 
addition of competent technical officers to carry on the 
promotioml activities and arrangeiiBnbs should be made 
on a high priority basis for Uie trainirg and retraining 
of tte existing personnel to make them temperamentally 



and firafa«.siortfll.Xy ©‘tit-able for Implorertting the snail 
indiistrias dovolojment programne in the States. ^Wimum 
use should be nade of the Small IniuBtry Extension 
Training Institute for training the existing personnel 
tixc the successful operation of the small industries 
programme at the State level. 

It should be the responsibility of the State 
Wrectorates of Industries to handle regietiation, 
collection of key statistics from small scale units 
and uixJertaking local economic aorvoys. The States 
should, however,, perform these duties in accordance with 
the overall schema approved by the Organisation of the 
Development'Commissioner (SSI) in order to ensure 
uniformity and comparability of data, but the primary 
responsibility for discharging these functions should 
be that of the State Governments, It will, however, 
be necessary to strengthen the State Directorates 
adequately for the proper perfonaance of their duties 
in this behalf. 

The Group feel ^at the industrial davolopment 
in each State should be viewed in a long-term perspective 
and, as such, continuance of policies and programmes 
is very iit^soortant. It nay be mentioned that some States 
have formulated their small industry policy in detail 
and t-is has helped in clarlfTing the objectives and 



priorities of the '.rograjitiie to the staff of th^ 
Direotoratoa o£ Industries. 

The Group would suggest that each State Directorato 
of Iwiustries should set up a Jlarsning Cell to assist not 
only in the formulation of policy and programme but 
also in its evaluation. This cell will also help in 
laying doim priorities in terms of poli-y objectli« 2 s 
and watch over the process in achieving these objectives. 
Although a few States have taken steps in this direction, 
it is considered imperative that all State Direcoorates 
of Industries should te asked to set up such a cell 
which will be also helpful in co-ordinating the work 
of the District Industries Officers and in maintaining 
close liaison with the Organisation of the Development 
Commissioner (SSI). 

In ^e view of the Group, the machinery already 
evolved for effecting co-ordination should be adequate 
it appears that there is considerahl j room for 
improvement in the existing arrangements for co-ordination. 
In this connection the Group would like to irwite a 
Inference to the conclusions of the Sstimates Committee 
(1965-^6) regarding the working of the present machinery 
for co-ordination, as given below;- 

"The Committee regret that the Advisory Committees 
attached to tlie Small Industries Service Institutes have 
so far failed to make the expected impact on small scale 
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Industries even theukb thefe-^ go a long way towards 
onsorii^ the ivacessary e o-ardinattl6n hetween tt^ various 
Central and State agenoias for developtnent of small 
scale IndustMLss, IThey hope that the Advisc^y Committees 
wculd be energised. 

oTho Committee urge that each Advisory Committee 
should meet at least ome in three months and more often^ 
if necessary^ and should watch and ensure the iii^lcmentation 
of the docislons reached at each meeting # 

■The proceedings of the Advisory Commit lee and the 
aetlon taken thereon should be regularly subnitted to 
the headquarters of the Central S.mall Industries 
Organisation which should collate the experience of 
the various States and -provide necessary guidance^ The 
CmBdtteo' suggest that the ZbveXopaent Cemmissioner nay 
review' the winding of these Ac&isozy Committees with special 
reference to action taken by State Governoeirbs on their 
recanjaendations at his periodical meetings wi'th the 
Oireetor of industries of the State concernid, 

"The Cojnmittoe would also like to suggest that 
the Advisory Ccoimittees should be strengthened by getting 
into ^len representatives of the State Bank^ Ccnmereial 
Banlcs and State IVoductivity Councils, and a few more 
small Industrialists 
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Tha Group endorse the view of the Estimates 
Oo.<m.iittoo that the functioning of the State Advisory 
Ooriir.iitteo loaves considerable .room fo’’" uaprovomont 
ar^. ^rould liloe to suggest that the Secro'bary of the 
Industrjas Dopartraeiifc in tho State Goverment should 
bo nominated as tho Chairman of the Advisory Committee 
in each State to make the co-ordination of the activities 
ani programmes of the Central and state agencies more 
effective in futui'o, 

Althou^i State Govermients are primarily responsible 
for the development of sncll scale industries, in the 
opinion of the Group the Central Co-ordinating Agency 
(DCSSIO) should be in a position to initiate corrective 
action in the case of pronounced failur* on the pajrt of 
ary State Goverment to iriipleraont approved progi’amraes or 
to fulfil the planned targets. The Development Commissioner 
(SSl) cannot be divested of the responsibility of exercising 
a measure of supervisory aird co-ordinating authority ever 
the States and to sea that the progranuaes are realistic 
and practical and are in fact implemented by the States. 

The Group are definitely of the view that the 
DCSSIO should undertalca periodical evaluation of the 
various programmes and their imp lone ntat ion by tho 
State Governments, not on3y to be able to modify them 
frcrni tdme to time in consultation with the concerned 
States, but also to indice the State Governments to 



•« 225 *- 


Serial Para 

IeT^ W 

talce timely action to secure compliance with the agreed 
policies ani objectives* The Group, however, think that 
the problems of co-ordimtion between the Centx^ and State 
agencies ;d.ll be reduced significantly, if the programmes 
and targets as well as tto allocation of Central assistance 
to the States ar ;2 determined in close consuitation with 
the Sfevelqmenb Commissioner (SSI), based on a sound 
appraisal of the needs as well as potentialities of 
each State* 

5,9 In the opinion of the Group the ISIC should function 

mainly as a commercial organisation although in the 
performance of some of its activities, it may have a 
promotional bias to give a fillip- to the development 
of small scale industri-os. The eiSperience of the 
past 10 or 12 years lias also shotm that some of Idio 
activities assigned to the Corporation do not fit in 
with the main objectives for vrhich the HSIC was 
started* Tlie Group fool that assigments of activities 
relating to the running of Production*^um-Training 
Centres and construction and managcjment of Industrial 
Estates do not conform to the main objectives of 
programme of work of the Corporation* They strongly 
feel that there should be re-thiricing on the objectives 
of the Corporation and such non*«conforming activities 
as the running of Industrial Estates, P*T*Cs,, Training 
ITograitimes, which are mainly of a promotional nature, 



should not form a part of the ^SIG actj.vitios. The 

main functions of the Corporation should be clearly 

spelt out and according to the Group, they should 

bo limited to the following:- 

(i) Supply of Machinery on Hire Purchase 

(ii) Procurement and execution of orders 

I'clating to Governriient Stores Purc'nase, 

(iii) li’rlcoting and distribution of Small 
Industry Products, 

Activities indicated against ser^’,-.Is (ii) and 
(iii) above, aio of related nature, but they haizo 
been mentioned separately from the functional point 
of view. In the procuromert and execution cf 
Government ca’ders, the accent will be on the 
canalisation of Gov.-;rrjmcnt purchase to the small 
scale sector to ensure that a substantial proportion 
of the Government purchases are made from the small 
scale industries. The marketing and distribution of 
small irdustry products will help fulfil tho original 
objectives for which the NSIC was brought into 
being, namely, promotion of sales of small industry 
products through internal marketi:.,, and exports. 

The Group feel that there being several organisations 
liko. Export Promotion CourKji.ls, the State.Trading 
Corporation, etc, to look aftsr-the export market, 
tb3 real service \'/b:-ch ca.n bo rendered by the 
HSIC to small industries is in the field of internal 
distribution of the products of small industries. 



The Corporation can render considerable help to 
accelerate the development of small industries through 
proper marketing of thoir finished goods. Until the 
recession sot in, the economj'' was ruled by tlie seller's 
market and the small scale industries ■. -ra not faced 
with serious problem in the disposal of their* 
products • In fact the problem i«is one of general 
shortage of goods and the small scale producers 
could easily sell their products at a reasonable 
profit. The current recession has, however, underlined 
the need for giving riarketing help to accelerate tte 
tempo of dovelopmenb of small scale industries. 

The Gi'oup would lilco to emphasise in this 
connection that the role of the NSIC in marketing 
tlTe products of small scale producers will bo .sanov;hat 
different from that of the marketing or*"- -nisation in 
the private sector. A private organ:lsation would 
not normally take over the role of building up a 
si^jplier. This role of building up a siqsplier and 
creating a market is partly commercial and partly promotional 
and should bo undertaken by an organisation lilco 
the ISIC w' ich has been set up for small business 
promotion in the country. The Group are aware that 
in the very nature of things, the marketing service 
of the typo envisaged cannot be a profit earning 
proposition from the beginning and would suggest 
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that Pimnojal deficit?? which mi^t be nr«v<»-.M'’ble iJi 
this type of activity in the initial ptrit^es may have 
to be made good by the Govemmonb for a reasonable period, 
5,lU The Group feel that the Corporation has been 

considerably handicapped in its activities duo to lack 
of rosoui’ces* IJith the paid-up capital of only Rs«^0 
lakhs and loare and credits exceed;!^:' Rs.iy crores, the 
financial position of the Corporation leaves much to 
bo desired. The Group hago been given to uunderstand 
that the Government are willing to convert a portion 
of tteir loans into capital assets to raise the paid 
up capital to about Rs«3|- crcxres, but the existing 
couraltiTients of the Corporation in respect of hiri 
purcliase activities would hardly leave any margin 
for other activities inspite of the proposed increase 
in the paid up capital* ■; 

The Group would, therefore, strongly urge that the 
financial position of the Corporation should be put 
on a sound footing by augnonting its resources in 
keeping with its objectives and the importance wliich 
is attached to the rendering of marketing assistance 
to small scale industries in the cojuntry, 

56 5*lJi(a) The Group are also of the opinion that the 

Cerporation should be divested of the responsibility 
of running the FTCs* The administration and 
management of these Centres should be placed in 
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chargo of a separate Central body to be constituted J^-or 
tho purpose. The manageaiont of Irriustrial Ss'bata at 
Kaini should also be handed over to the State Government 
as early as possible to enable the Coirporation to 
concentrate tlieir efforts on the importan fields of 
their activity, as sugges'fced in para ^, 9 . 

$7 5«18 The Group feel that tho importance of Small 

Industries Corporation in tho matter of procurement 
and distribution of scarce and critical rax'j ma-terials 
will not deminish to any appreciable extent and, 
therefore, v/elcome the recent decision to canalise 
tho suppljr of scarce categories of irdigonous steal 
controlled by the Joint Plan Committee through tho 
State anall Industries Corporations. The Group thinlc 
it necessary to strengthen the role of State Small 
Industries Corporations by canalising tho c etribution 
of scarce and critical raw materials through thorn 
so that thoy can have an effective role in safeguarding 
tho inberests of small consumers. 

58 5.19 To strengthen the hands of the State Small Industries 

Corporations as a raw material baiic for the small scale 
industries and to improve the econcmic viability of 
their transactio 3 cs, it is necessary to ensure sufficient 
sales turnover and tho Group would lite to recommend ihat 
the distribution of importod non-ferrous metals should 
also be entrusted to tlie State Corporations. Further, 



thfl State Corporations should form a cons art ium idilch 
w!^l pool the requirements of non-ferrous, scarce and 
imported materials in the various States ^d-th a viox-/ 
to placir^; buUc orders on tte foreign ouppliers to secure 
the advantage of loiter quotations. The State Trading 
Corporation and the Minerals and Metals Trading 
Coirporation should also appoint them as their business 
associates for the import of canalised items under the 
Trade Plan provisions. 

The Group feel that tlie State Corporations, by 
and largo, tevo not taken a% active interest in tlie 
procurement of Government orders for the small scale 
industries. One reason, of course, tlxat tliey are not 
properly equipped and staffed to render assistance 
to small units in the matter of compl'face with drawings 
and specifications. Having regard to the importance 
of the Goverrcient Stores Purchase Sclieme on furthering 
the development of small scale industries the Group 
would suggest tliat the Small Industries Corporations 
without esccoption should participate in tlio Government 
Stores Purchase Programme at the Centre and in the 
States, It should be possible for the Corporations 
to realise a token service diarge from the particip?.ting 
units to cover the establishment expenses needed for 
the provision of effective service to them. The State 
Governments also may agree to reimburse wlx) deficits 
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incurred by the State Small Industries Corporations 
in tlTG operation of the schemes, 

^,2h Tlia Group, feel that in view of the f?.-'ilitios 

offered by the ISIC, State Bank of Inajr. and also the 
established manufacturers of machinery regarding supply 
of machinery on hire ourchase tei-ms, the State Small 
Industries Corporations should,g3.vs relatively low 
priority to this activity and gonerally restrict their 
scheme to the supply of indigenous macliinery to rural and 
semi-urban areas, Tliis t^.ll ensure a better spatial 
distribution.of resources and help extend the benefit 
to less industrie li.sod parts of the 5bato. 

6 l 5*26 The Group, feel that participation in equity 

capital is an effective method of smrll industry 
praaotion particularly in bacla/ard ai".:.., but the terms 
of pai'ticipation sho^^d be carefully laid down. In any 
case the extent of participati.on in equity capital 
should not be above ^0^ to ensure that the r^aall 
entrepreneurs have a substantial stake in the business. 
However, each Corporation should try to eK'tcnd its 
activity in this behalf a.ccordii'jg to its resource 
in terms of personnel and finance as it vrill be 
necessary to exorcise managerial control and supervision 
over the assited units* 
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■'.faile the management of existing units may be 
undertaken by the State Corporations' at ohe request 



of the'Stato Governments concerned, even this should 
be done for a limited period only. The Group feel that 
the Corporations glhould not in principle own or control 
or manage any unit except as a promotional measure in 
backward areas where entrepreneurs may be reluctant to 
start industries. Complaints have been received that 
the State Corporations are entering into competition with 
the small industrialists by participating directly in 
industrial ventures and are also seeking preferential 
troatraent from the State Government in the matter of 
Government purchases. The Group would strongly suggest 
that this activity should not bo undertaken by the 
Corporations except in very special circumstances, and 
oven so it will be the endeavour of the Corporation to 
hand over those ventures either to the co-operatives of 
the workers or to private entreprene'r-o who may come 
forward to run the enterprise on their own, 

Tho Group would like to emphasise that although 
the State Small Industries Corporations have been set 
up to promote the growth of small scale industries,they 
have mainly to undertake commercial operations and have 
very often to compote with various agencies in the 
private sector. It is, therefore, very necessary that 

the^person holding the key post of Chairman of the 
Corporation should not only be conversant with commercial 
and business practices but also be experienced in dealing 
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— with the public, It is as necessary to project "a satisfying 

imago of a seirvice organisation as to ensure the efficient 
perfonnance of function" • Tlie Group feel that the Chaiiman 
of the Board of Directors of State Corporation should be a 
prominent person conversant with prob2ems of small scale 
iniustries and with wide knowledge of industrial and economic 
development. The Managing Director should bo selected in 
consultation with the Chairman fr®n among persons •vrith adequate 
experience in trade^ banicing or industry/’ In the case of 
deputation of a Govoi-rment officer to hold either of the 
posts, the period of deputation should not be less than 
three years and not metre 'ttian 5 years • 

6 U 5.30 The Group also feel that the State Govermenbs should 

provide adequate funds to iho State Small Industries Corporations 
for the discharge of various functions allotted to them to 
accelerate the development of small industries. Deficits 
incurred by the Corporations in the operation of schemes 
of prcmotional nature, as distinct from commercial activities, 
should be subsidised by the State Governments. 

6 ^ Tlie Group vrould like to mention that training is the 

primary objective of SIST Institute ana research studies are 
need to give faculty experience, maturity and confidence for 
training and for service. It will be basically "wrong to 
give exaggerated importance to the research function so 
as to introduce a research bias 


...in the whole 


• • # 
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in .tiie whole prografliiaQ .oX-th .0 Institute to the 
dotrineiTt of the training and service function, 

66 -:5*1|.6 In the opinion of the Group, tlie STi? P Institute 

should be developed as a full-fledged Institute for the 
extension personnel in the small scale sector. Its 
programme should bo enlarged and intensified so as to 
include training of personnel from the P', lIO and the 
State Governraents in areas or subjects which volll bo 
directly relevant to the ^here of their duties. The 
Institute should also arrange training of trainers 
from Small Industries Associations v/liich offer to 
organise their own training courses, provide specialised 
courses in different branches of raarjagemerrtj and 
arrange training semimrs for senior adninistratoi’s 
of the Industrial Development Programme at the Central 
and State level. The Group regret to no-te the lack 
of nocesL-ary collaborative and co-ordinating spirit 
between the SISTI and the DC (SSI). 

67 ^Jkl The Group feel that there shoula oo intimate 

discussion and collaboration between the Institiioe, 
DCSSIO and the State Governments to detormiria the 
course content, method and techniques of teaching 
to ensure participation of tlie Central and State 
Governments in the training orogramne of the Institute 
on a regular and continuing basis. The rosearch 
programrae of the ISeestitute diould be ancillary to the 
training progikimme and should be undeiiiaken mainly 



to throt^ up case material for improving the course 
content and i-efiirijae. th» ':^-eacliing methods. The study 
of lied research pr6b3i?,n«3 relating to ssiall industries 
should also receive attenbion. But profit oai-ning shc^id 
not he any motive of a training inst'.bute. 

Tiler0 is an urgent need to pool the vast amoui-t 
of teclinological kno;-jl3dgo and information -feat is already 
already available with the DGSSIO and tl^e CSER and also 
arrangs for the colls:tion and compilation of i-esults 
of technical research in different countries of the 
world. Such factual information for studjijng new 
techniques and new processes and.their applications 
in improving quality and designs of industrial 
l^^umrsr nroducts .v/ill he of great'help in evolviiig. 
appropriate, technology;for smll neale industries. 

The SUIT Institute, should .be responsible .for pooling 
together;, analirsing, and ti^nsmitting to the ultimate 
users the-t vast amount! of scientific, and technical 
info2miation!wld.eh is available in the country and 
outside. 

Tlie Group would suggest that a Small Industries 
Technical Docuraentation and. Communication Centre should 
he set Up. by the. Institiil^ on. a priority basis •• The 
emphasis in the working of the con'is’s should be oni^ 
pretopt compilation of the results, of latest, res ear cn 
in the field and laboratories and .transmission of 
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tochmlogically useful irsformation to industrial 
cjctensioii personal and, aaall scale industries. 

70 Next to the Governing Couwcil and cerlmps the 

more than the Council, the Principal Director is the 
key person in the administration and management of 
the Institute and it viould be n6 exo.g^ rs-tion to say 
that the efficiency and impact of the Institute would 
depend iii a groat measure on the energy, initiative and 
imagination he can "bring to "bear on the programme and 
activities of the Institute. 

71 5.51 The Group .strongly feel that the Principal 

Director should be carefully selected from among persons 
who are emotionally involved in the small industries 
programme and have long and varied e^qoorience in the 
field of small scale industries. The post should, not 
be conside^red as a kind of rofugo for officers who cannot 
"be suite.bly placed elsex/aere. The Gro' would also 
like to point but that an a short period of six 
years the Institute has had four persons as 
Principal Directors and it is not desirable to 
maJee frequent changes in the Principal Djjrectorship 
as the incumbent must have time to implement his 
ideas and make an imjpact on the programme and working 
of tte Institute, 



Tho rTejici-a.l B<xiy of the Governing Council 
of the Institute pccfvides tte necessary leadership and 
coordination at the mtional level, but the real leadership 
and continuous guidance can come only from the main 
executive of the Goverment responsible for the planning, 
direction and co-ordination of the small industries 
programme in the entire countiy, i,e, +’.0 Dovoloppionb 
Commissioner, Snail Scale Industries. Therefore, to 
ensure close liaison between the Institute and the 
DC(SSI), he was initially made the Chairman of tto 
Governing Council; it i?©gretted that subsequently this 
was changed. The result has been extremely unfortunato, 
nay disastrous, Tlio relations with the DC (SSI) are very 
strained' at present and the internal administration of 
She Institute is almost on the verge of collapse. The 
Group have no hesitation to say that the Development 
Cemunissionor (SSI) should again be made the Chairman 
of the Governing Council of the Institu+ , to ensure close 
co-ordiration between the most impertant organ of the 
Government for the dovAiooment of small scale industries 
in the country, i,e, the Organisation of the D,C,(SSI) 
and the main agency for the training of the extension 
personnel conceri^ed with the operation of the Small 
Industeies Programme, i,o, the SISTI, 
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The Group feel that the Principal Director should 
have frequent con'tact with the State r_^’ectors of 
Industries and Small In<i^tries Service Institutes 
besides bej.ng in the closest touch with the Developnenrb 

' .i 

Qornriissioner to bo able to cater to the training needs 
and requirements of the main clients and to modify 
and adopt the training courses to be of maigimum usefulness 
to the clients. 

The Institute should also take steps jto hold 
seminars in industrial estates to interest the small 
scale tenant units in the training courses and also 
to evolve s'.iort term courses suited to the ixjquirements 
of small plant oviners in areas oi’ fiel''j wltich will be 
of Considerable benefit to them. 

At present there is almost c crop Iota lack of 
collaboration beti^een the Principal Directors and the 
Faculty Ifembers and this, has lead to almost a total 
coUnpse of the internal administration. The Group 
feel that there is need for intimate interaction 
and frequent consultation between the Principal 
Director and the Faculty Membei's and that a system 
of weekly discussion with all Faculty I'fembers should 
be introduced by the Principal Director to keep a 
running check on the progress of train.:’’ g courses and 
also to secure a substantial measui’e of ^^nctional 
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and onoti.p’^-i iiifcogeation among’ xaculty members 
of -(iioi XlKi bit U'te . 

The teaching faculty should generally consist of 
persons drawn from the fields with active experience 
of work in the prcmotion of small industries and it 
would be desirable to rotate the faculty members 
between teaching and promotional ;}obs so as to give 
the desired practical bias to the?r training activities 
and teaching methods# The Group also feel that senior 
officers of the State Directorate and the DC^IO 
should be invited as *guest speakers* to help the 
SIET Institute in ru-uiing training programmes on 
practical•line s• 

The recruiting programme of faculty members 
should be reviewed to secure talent, maturity and 
practical experience« It may bo necessary allow higher 
pay in the present scales to attract qualified and 
experienced people. 

It has been found that the trair\..g activity 
has suffered consequent on the deployment of faculty 
members on research programmes• Tho Group are of 
the view that the teaching faculty menbers employed 
on research work should bo substituted as early 
as possible to ensure that there is no set-back to 
the training programme on account of deployment 
of staff on research projects# 
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The Group fool that top level intornational consultaiAs 
who havG acquired cminonco in the disciplines in question 
may be drawn to the Institute for a period cf three to 
four months, as collaboration with such consultants will 
help Upgrade the skill and expertise of the ilidian faculty. 
It will, therefore, be desirable to utilise foreign 
grants to have a small group of foreign consultants to 
associate with tlie Indian faculty me:.ioors of the Institute 
in specialised fields. 

The Group axe also of the opinion that the proper 
conduct of international courses requires careful planning 
and preparation. As a preliminary to those course^ the 
Institute's library should be well equipped with adequate 
material about various developing countries. The training 
material also need to be prepared and documented carefully 
before the coriimencement of the course. Another important 
facility required for international course is an 
international hostel and a separate training wing with 
suitable seminar room. The Group wo':...d suggest that 
necessary funds should bo made available to the Institute 
to enable it to conduct the international courses in a 
proper atmosphere and with the telp of facilities vrhich 
ai^ absolutely indispciisable for such course 

The Group feel that the annual grant to the Institute 
of Rs.12 laklis should be adequately increased to enable the 
Institute to upgrade training facilities and to undertaloj 





83 6.18(a) 
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research for building up teaching material 

without being forced to give priority to projects 
v^lch are of no direct relevance to the small Industj 
programe, but may yield a sizable Income. The Grouj 
would discourage the Idea of making the Institute 
even partially self-paying, as a training Institute 
should not generally bo meant so, 

ICnowlodge and expertise of the faculty of the 
Institute should bo continuously upgraded through 
re-tralnlng In India and abroad. It Is suggested 
that the faculty members should bo sent for foreign 
training In batches of 3 to 4 every year and the 
Ford Foundation grants which are offered for such 
training should bo availed of to meet the expenses 
In regard to foreign training of the faculty members 
of the Institute. 

The State Financial Corporations have developed 
a preference for Investing their funds In the medium 
scale units and the bigger among the small scale unit 
with the reBr.lt the really small units, which need 
Institutional credit most, are left to fond for 
themselves or take recourse to hundl system at an 

exorbitant rate of Interest. 

The Working Group Is definitely of the opinion 

that the flow of Institutional finance to the small 
scale sector should bo enhanced to cover bulk of the 
requirements of the small producers for different 
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tytien of crc*^'^+'^ that, the small scale sector should 
gtjt Its proper share of tte Industraal credit, more or 
less in proportion to its contribution to the irdustrial 
production, employment and in keeping with its role 
in the national economy. 

The social control over banks should be so exercised 
as to yield concrete results in favour of small scale 
industry sector in the form of easier availability of 
credit through greater reliance on the techno-managerial 
ccmpotonce and viability of the units. The credit policy 
sho'ild bo operated with a bias in favour of the small 
man who may not be consideivsd satisfactory banking risk in 
the conventional sense, but is otherwise sound from 
the techno-managerial point of view. 

The organisation of the Dcvelopmc'' . Commissioner 
and also tte Small Industries Associations shouj.d put in 
a special effort to convince the small industrialists 
about tte need and importance of adopting modern accounting 
methods so as to bo able to give facts and figures 
regarding their credit.4Jorthiness for the satisfaction 
of the lending institutions, 

A suitable machinery should be sot up at the 
State level to ensure effective co-ordination among 
the different financing agencies so as to avoid 
duplication and overlapping, and to provide the 



credit requirements of small scale units on an integrated 
basis* Such a co-ordinating body should have representation 
not only fran the financial institutions concerned, but 
also from the small industries sector, ths State 
Directors of Industries, the Reserve Bank of India and 
the Chairmanship of the organisation should preferably 
go to the Director of Industries as the State Goverrmont 
is to function as the ‘central driving force» in the 
doveiopmont of anall scale industries within the State. 

It is ncKJessary to encota*ago the provision of 
equity capital by financing institutions to educated 
and technically qualified young entrepreneurs as xjoll 
as experienced technicians, subject to techno^conomic 
feasibility of their schemes. The Rosorva Bank should 
consider provision of additional guarantooe to induce 
financing ii»titutions to advance loans by way of eqtdty 
capital to help a large number of prospective entrepreneurs 
set up small scale industries in new and sophisticated 
lines* The concept of the equity and what constitutes 
the dobt.fiquity ratio will have to bo given a new 
dincnsion in terms of a positive policy of prcwiotion 
of small scale industries. 

Block loans under the State Aid to Industries 
Acts may bo utilised by the departmental officers 
to f inarco artisans and small units in villages and 
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small tcn-ms provided the amount of loan does not exceed 
Rs,10,CD0/~, All loans under the Act ‘u excess of 
Rs*10^000/~ should be institutionalised and canalised through 
•the S.F.Cs who should make advances to small industrialists 
Under the Act out of their ovm funds. The difference in 
the rate of interest c .3 charged' hy the S.F.G, on such 
loans and ticir usual lending rate should be subsidised 
by the State Goverment, 

It is found ttet contribution of the working 
fund of the State Financial Corporations by the^^ato 
Governments is.to the extent of 6 to 7 per cent and 
that by the Reserve Bank of India and the Industrial 
Development Bank of India (IDBI) is 20 j 23 per cent 
and 30 tO'33 per cent respectively. The contribution 
of Life Insurance Corporation, Co-operative -Banks and 
individuals amounted to 3^ to 38 per ceiit. Internal 
resources from p^ugh back of profit accounted for 
about 2 per cent of the working funds. It is absolute!Iy 
necessary to aug;i 0 'nb the resources of the S.F.Cs, by 
enhanced capital and loan contributioh from the State 
Govermontsi subscriptions to capital-and bonds from 
Lie, General Insurance Companies, Co-operative^and 
IDBI liberal refinancing and underwriting of debentures 
of the S.F.C.s by Industrial Devolopmen"^ Bank, The 
refinancing by the IDBI should be automatic when 
credit guarantee is obtained, 
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The State Bank of India should ador a bolder 
credit policy towards snail iiidustrias by allowing 
higher credit Units and reducing the margins retained 
by them so as to accelerate tha flow of credit to sroall 
scale units. The whole question of margins should be 
reviewed in the interest of tha rapid davelopraont of the 
small scale sector as tlis retention of high margin has 
been acting as a damper on small scale industrialists*- 
eagerness to got financial accommodation from the State 
Bank of India, 

Tha Stats Banlc of India should encourage the grant 
of ’factory* type loans for working capit 1 on a more 
liberal basis and also allow clean advances to clients -witii 
good records about loan repayment and oiwrational 
performance. The smaller units vrho are ^jithoub regular 
books of accounts but who have established their oo.ipetence 
in the pi'oduction and marketing of their goods should be 
covered by the State Bank of India m'der their liberalised 
scheme and should be encouraged to appl^' for credit limits 
from the Bank, The Organisation of the uevciopr-r-ii- 
Commlssionsr^ Small Scale Industries, shculd malo special 
efforts to train them in book-keeping according to a 
simplified serstem. 
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6^9 Hitherto the institutional credit has gone to 

relatively blg^ and better organised units and also to 
conventional industries* The smaller units nuuiboring 
1 ,^ lakhs, ^^hich numerically and otherifrise form a 
*corpus» of the sector are as yet outside the pale of 
institutional fimnce* It is absolutely necessary !^ 
extend the benefit of the liberalised credit scheme to 
such Units to wean them away from non-institutional 
sources ijhich are advancing loans to them at exorbitant 
rates of interest, 

9 U 6,70 The State Banlc of India should arrange for the 

training of their Branch Officers and staff in the 
Sinall Industry Extension Training Institute to give 
them proper orientation for the iit 5 )lementation of the 
mw credit policy as the staff attitude or prejudice is 
an important drawback tending to neutralise the effect 
of the liberalised credit policy. 

9$ 8.71 The instalment credit granted by the State Bank 

of India should be simplified further and tlis margin 
may be brought down to 20 per cent from the usual 30 
per cent* The period of loans under the scheme may be 
extended from the present limit of $ years to that of 
10 years in the case of loans exceeding Rs.50,000/-» 

9^ 6*72 The ComriBrcial Banks med radicall '.Mange in 



their* outlook and attitude to the gara.nt of loans to small 
scale units. The Reserve Bank of India may call for 
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perdiodical i-aturns sloot-iir^ the loans to sjaall seals 
industries hy specified categories of iwiustries and 
also by size of the applicants* investment in fixed 
assets. 

Xb is estimated that the Ccamnercial Banks will 
have to make about Rs«300 crores available to the small 
scale sector by way of loans to meet their worlcing 
capital needs by tlie end of the Fourth Plan period. The 
Reserve Bank of India may consider inoentives- to be 
offered to the Commercial Banks for giving loans to 
small scale units on the same basis as the State Bank 
of India under their liberalised sclieme# 

While the Indian Banks* Association may set up 
regional agencies for giving expert help jto the conmercial 
baidcs to prepare technical asscssmori> r^orts on the 
ajplications for loans, the important conimercial banks 
should set up tJielr Oivn technioal wings at least at 
their local head offices to expedite .the processing 
of loan applications. 

It is felt that the discrimination shatrn against 
the weaker section of Idie small scale sector in the 
matter of institutional finance because of COTtain 
built-in deficiencies cannot bo easily overcome even 
in the context of substantial libei'alisation of the 
credit policy under tlio new social control scheme. 



S±no© tMs industries is in ths 

aggregate a very impcarbant sector fi'on the poirrb of view 
cf its contribution to both en^lt^nnent and production, 
necessary measures would have to be adopted to see that 
it is not starved for want of finance as at present. The 
Reserve Baric of India and the Ministry of Finance may gi'/e 
their anxious consideration to the desirability of 
adopting special measures to help this segnenb of the 
small scale sector which suffers from certain inherent 
disabilities, if the operation of the new policy of 
social control over the baric assistrr ee fails to 
^itprove the supply of institutional credit to these 
enterprises. These units not only tove to secure loans 
from non-institutional sources at an exorbitant rates 
of interest but often have to mortgage their products 
to tlie lenders at a lower price than what they would 
fetch in the marlcet* The Group feel that this type 
of exploitation of the weaker sector by the money-lender 
Should not be allowed to continue. 

The Group feel that in order to substantially 
augment the supply of credit to the small scale sector 
in future, it vrould bo desirable for '■.i.e Government 
to examine the feasibility of allowing such State 
level institutions as ttie State Small Industries 
Corparations to tate up direct financing of small 


industries 
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The Group fool that tho present claLafications which 
discriminate: against tlic small scale sector should he 
reviewed \dLth a view to hringing some of t!io important 
small scale industries within tho pricrity group jin 
view of their importance in terms of contribution to 
employment and output of tte industrial sector in the 
country. The Group‘would, therefore, suggest l^t such 
important small scale industries as plastic, conversion 
products, dyestuff, clocks, time-pieces, wire drawing, 
both ferrous and non-ferrous etc, should be included in 
the priority list of industries. Although it is true 
that the plastic conversion industry is lilacly to beccme 
self-sufficient in the matter of supply of basic raw 
material frcm indigenous sources, it will be of 
coiisidorablo help to the industry to ! iJe over the 
irevailing shortage of such materials as high density 
polythene granules, idiich is likely to continue for 
quite sometime. 

The Group feel tha>- the present discrimination in 
the matter of classification of ancillaries (with ti^o 
exceptions only) as non-priority is acting as a handicap 
to the grovrbh of the ancillary industries sector and 
there is oVery justification for such units getting 
import assistance in line with those in the priority 
category. In order to do away with the administrative 



dii'J'icnl'tics togox-^ to the clacoification of 

aiBmi«-ry irxiustrics, the Director of Industries or 
the Director of the Small Industries Service Institute 
may be required to issue a certificate to deserving 
ancillary industries for according t’feiijJl^iority treatment 
in respect of import assistance. 

The Group ‘have been given to understand that 
Industries v/^ch are caverod -under the Industries 
(Development & Eogulation) Act, 19^1, can diversify 
their production by manufacturing new items that fall 
under the list of priority industries and for that 
purpose additional imported raw mat ,.als would be 
granted to them. The Group ;havo been told that the 
aforesaid relaxation does not apply to industries in the 
small scale sector as such industries do not get 
covered under the Industries (Development & Regulation) 
Act . Thp- Group fee 1 that a number of small scale 
units in the non-priority sector could be induced to 
diversify their production by manufacturing items 
classified in tho priority list, if liberal import 
facilities are made available to thorn as is being 
done in the case of their counterparts in the largo 
scale sector. At present there is no -oheme under 
v;hich a small scale unit can avail of additional import 
of raw materials ty diversifying its production. The 
Group would, therefore, suggest that the above relaxation 
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should also be cjxtonded to small scale industries to 
the extont to which it is applicable to units covered 
under the Industries (Dcvolopjiujiit & Regulaticn) Act, 19^1* 

The Group are of the opinion that vrhere the IPIPC 
have not boon able to effect physical delivery of the 
material within tltree months against the release orders 
issued on them, such release order(s) should be autanatioally 
converted into import licence(s) and the actual users 
should be allowed to impart direct* 

This arrangement to safeguard the interests of 
small scale industries has nab produced the desired result, 
as there are long delays in jirocosslng of indents from 
small scale sector and supplies against orders passed by 
the Steel icriortty Committee and, as sudi, the agreement 
to accord priority to the needs of the sector has remained 
mostly on paper* The Group fool that in processing the 
indents, the Joint Plant Committee should Iraep in viear 
the special interests of the small scale sector in future 
and help e:!qpodittt decisions idithoQt any undue time-lag. 

The Groi^ are of tlie oplnlon^jJpUJBp to start with, 
at least l5$ of the indigenous production of 3,C, Grade 
Aluminium should bo reserved for the small scale sector 
for distributiwi on the roctanmondation of the Director 
of Iniustries of the State conoormd. Alternatively, the 
Ministry of Steel, Mines and lfetals, Deportment of Idnes 
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and Metals should work on a system wborehy the main 
should regular and adequate supplies 

of the mateirLxl at reasonable price to the small scale 
industries, 

The Group would, thorefare, suggest that the 
Department of Miriss and Meto.ls and tte Director General 
of Technical Development should consider the desirability 
of • equalisation of tlie prices of tiae indigenous and 
imported materials, as was dons earlier in the case, 
of steel* The Group v;ould also liJco to en 5 )hasise the 
need for bringing down the price of i"" .genous zinc to 
make it ctxnpetitivo with the imported zinc. 

The Group would also lilco to endorse the suggestion 
made to them that the large scale processors of technj-cal 
materials should not t allowed to engage in the 
manufacture of finished products themselves except for 
the Use of captive capacity. 

Th* Group feel that there is nothing wong in 
exercising the powers vested in Govermenb under the 
Act to direct scheduled industria.! units (large scale 
processers) to mate compulsorily available a portion of 
their production at reasonable prices fc^ the use of 
the small scale sector, in view of tte importance of 
maintaining production and en^slaynenb at a steadily 
increasing level* 
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110 6»101 Th© Group .aw of the opinion that on the question 

of canalisation of Import of rax; materials for the small 
scale sector^ there should not bo any discrimination 
betx-jeen the large scale and sriiall scale sectors • So 
long as the large scale industries are allwjod to 
iiiport certain scarce items on individual basis directly 
.instead of being subjected to canalisation through 
MI€C/3rc, the same privilege should' be extended to Small 
Scale Industries Corporation, Further, so long as 
the large scale units are allotted to imprrt and 
negotiate price individually and so long as there is 
no single price Negotiating Canrnittee for the small 
scale units, the small scale units should also be 
allofi;od to negotla'te on the same basis as tlie large 
scale units preferably on a collecti've basis. The 
Group would strongly recommend this course of action 
as it x;ould strengthen the, role of the State Small 
Industries Corporation in acting as the servicing 
agency for the small scale units in the matter of 
procurement of impertod raw materials against iB 5 )ca'd> 
licences of small value granted to small scale 
applicants, 

111 . The Group regret that tlio policy of the Govermsrrt 


to canalise a substantial portion of the Govemmenb 
purchases to the small scale industries to give a fillip 



to the devolopraent of this section has been practically 
nullified by tte manner in which the policy has been 
implemented. The tendency on the part of purciTase officer 
to equate large units with small in the matter of 
Government purchases has tad very unf cartunate results 
from the point of view of small scale industries. The 
Grot^ view \irith dismay the general failure of the 
Central Government Stores Purchase Policy and would 
urge the Goverment very strongly to lay ' om that 
tte grant of price preference should be automatic, 
subject to the competence of the small scale unit 
to manufacture the item of stores according to the 
requirement of the irdenting department. Since the 
small scale units are enlisted’ under the Goverment 
Stores purchase Programme after their technical 
competence has been assessed and certified by the 
Small Industries Service Institute, it should net be 
necessaiy for the purchasing departmert to go into the 
question of competence of the enlisted small scale 
units at the time of exercising the price ^reference in 
their favour* 

The Purchasing Departments of the State Governments 
also are not general!^ giving price preference of 
to small scale units. The State Govermenbs should 
issue executive orders to require the purctasihg 
departments under thalT control to give l5^ price 



-t 255 t 


Serial Para 
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preference to snail scale units in respect of items 
manufactured by both largo scale and snail scale units, 
subject to the over-all condition that the products 
have to be made according to tte required spocifioations. 

112 6*110 The Group are definitely of the vioxv that this 

list is of not much value to modern small industries 
as the items mentioned in the list are largely products 
of traditional industries* The Group would, therefore, 
recommend that a hi^-levol Conmittee should bo set up 
with the representatives of the DGS^, DQTD and DCSSI 
and of the Railv/ays and Defence Department to review 
the whole question and to prepare a substantial list 
of items to be reserved for eocclusive purchase from 
the small scale sector, 

113 6*127 Ho; Public Sector Undertakines 

The Groi^ foel that the large scale undertakings In 
the public sector should set an example in the developnent 
of ancillary units, which can sarve as stimuli to the 
private sector as well. All project reports of large 
scale undertalclngs in the public sector during the 
Fourth Plan should be cleared with, tto Development 
Commissioner (Small Scale Industries) so that the 
manufacture of parts and components wliich are being 
male or can be made competently by the small scale sector 
are not provided for in the schemes, in or dor to create 
substantial scope fa* ancillary units to participate in 



^rial P ara 

* 1 !? 

m 6,128 


U5 6,129 


116 6,330 


117 6,131 


in the production of those components and accessories. 

All undertalcin^ in the public sector should 
set up ancillary industrial estates on the lines of 
the Hindustan Machine Tools Ltd,, Bangalore, 

In the existing public sector U3idertalcing§,. 
a thorough scrutiny of parts ani coinpoi^nts required for 
each assembly must be made by. competent t?'chnical persons 
with a view to determining wliat • are items that can be 
conveniently manufactured by ancillary units in and 
aro\md the undertalcing and also the-items tdiich can 
be farmed out to be proposed ancillary ui'its in tto 
industrial estates. 

It should be the primary recjwnsibility of the 
public sector undertalcings to provide technical assistance, 
tooling and testing facilities to ancillary units as it 
will be ultimately economical and more converient for 
the undertakings to get the parts and exponents manufactured 
properly in the ancillary units ■ in their vicirity. Scarce 
indigenous raw materials along with sorted raw materials and 
components required to build the sub-assembly should be 
supplied by the undertakings to the small scale ancillary 
units as far as possible. 

Siico the uncertainty about the flow of orders on 
a regular and a c ontinuing basis has heen a great handicap 
in the development of ancillary units, it will be 
advantageous if long-tera purchase arrangements are made 
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ai8 6.132 


119 6.133 
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by the public sector oixlertalcinss with "Uie small 
scale ancillary units to give them a sense of security 
and encourage them to develop nev; items. 

Private Sector Undertakings 

TIto Group strongly feel •Uiat in respect of all large 
scale undertakings licensable under the Industries 
(Devolopmertb & Regulation) Act, it should be made an 
integral ;;art of tlio licensing procedure that any large 
scale unit apol^-’ing for industrial licence will have 
to indicate clearly which are the parts and componeribs 
and accessories to be sub-contracted to small scale 
ancillary units and the total value of such orders 
in a yoar. 

There should be tlie closest co-operation and 
co-ordination bat;roon the DGTD and the DCSSIO in order to 
promote a healthy and co-ordinated development of both 
the small scaie and large scale sectors of an industry# 
The Group feel that Government should fix a clear 
responsibility on the Licensing Cemmittee also to 
ensure that wherever sub-conbracting and ancillary 
inroduction is feasible, tlio industrial licences to 
the large units should bo granted after eliminating 
the scope;for production of components and sub-assombllfis 
which can bo conpietontly produced by the small scale 


units# 



The iioensinfc procodur’'^ mujjt ensui*e fjiis.'t ponail^j-j-i'^-SS 

fvC tiiiifv3X cocAi.O SGCfcOl* STQ xlllj.J' --^SC i^Ao clCCOO^j/ hj 

the DGTD on the advice of the Developvaont Coinmissioner 
(Small Scale Industries) in respect of each app!!J.cation 
for licence. It wouldj however, be futile to expect 
•yie Development Commissioner (Small Scale Industries) 
to wake any worthxirhilo suggestion about th© modification 
of the schcanes of the largo scale undertakings unless 
his Organisation at the headquarters is reinforced by 
high level staff, as raccxTimended earltjer by the Group, 
to deal competently vTith the applicati-ons for industrial 
licences from the ancillary angifi. 

In order to put the scrutiny of applications for 
industrial licences on an objective basis, tl© Small 
Irdustries Service Institutes in each State shouJii 
prepare a caiprehonsive list of small scale units 
capable of manufacture ag components and parts relating 
to large scale undertakings and also malco an sissessment 
of th 3 capacity already installed' in these units for 
manufacturing the same. .This will not only emble 
tl© DCSSCO to base its objections to the grant of 
industrial licences to large scale undertaking on 
a realistic basis but also help each Small Industries 
Service Institute to function as a clos:- .ing house 
of information regarding the capacity * available 
in the small scale sector for manufacturing different 
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parts and components arri. establishing c. link betxTOen 
demand for a particular component and the prospects of 
making the same in an ancillary unit. It would bo necessary 
to organise the work of ancillary promotion in each SISI 
on a planned and systematic basis and to crea,te a cell 
staffed by competent technical officers to pursue the 
matter intensively, 

122 6,136 The ancillary wing in the DGTD wliich has the 

function of locating units to produce components, parts 
and sub-assemblies for large scale units should work in 
close liaison with the Office of tho Development 
Commissioner (!^.all Scale Industries) view of the 
necessity of malcing tte Development Commissioner (Small 
Scale Ind^istrjfis) the ’central driving force' in tiie 
development of ancillary industries, 

123 7*7 Absence of legal p' ovisions in India to guide and 

regulate the development of small scale indu^raes has not 
proved to be a source of strength. In fact, the 
non-iraplementation of Industrial Policy Resolution 
regarding strengthening of decentralised sector and 
integrated development of the largo and small scale 
sectors has been substantially due to want of lav/s 
to implement the objectives of IMustric . Policy 
Resolution and the successive Five-Year Plans, Althou^ 
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12l!i 7.8 


the Gi'oap havo pnggootoa io-'l* tJOTiultJ/Cpion aC Industrial 
hoii-.,y no.-«r.1u+.-ion ijith partlcnlm- jt-tifot-onoe to tho sraall 
inductl’iGS sector^ it is felt that a m .-rc enunciation 
of a new policy vjill not produce the desired results • 

Tho Group feel that the matter has to be gone 
into in depth and would, thorefore, reco"' ind tlio 
constitution of a special committee to go into the 
whole ciuestion ca\’’ering all basic aspects of small 
industries development such as, sub-contracting, 
Govcrrsient purchase, organisation and finance, with a 
view to framing gaitable legisla.ticn for enactment by 
the Goverment. 
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FI.ANT'TING CorKISSTON . 

(Village an<^ Small Industries Division) 



tStatp Plans. 


This paper seeks to brine ont the follovln*^ two disnuieting 
trnds in regard to the oosltion of the village and small* 
Industries in the Five Year ^^lans: 


i) the substantial shortfalls in actual e-vpendituro on 
vllla'^e and small industry nrogrammes ae compar'''d to 
the outlays provided for them in the Plans, and 

li) the progressively diminishing priority of village 
and small industry programmes in the qtate Plans. 


Both these trends point unmistakably to the lower position 
in the Statv Plans to v^lch these programmes are getting 
pushed, by necessity or choice, or perhaps by both. As the 
village and small industry programmes are recognised to have 
a positive and useful role in planned economic development, 
it is time to take note of these trends and try to rr^verse 
them before they go further, 

2. The following table shows the position regardin'’ short-falls 
in e' pendlture on village and small Industry programmes as 
compared to the performance under other sectors, 

(Ro, in crores)_ 




lioa^C i?' 

ment., lay ^1 


“rxr 




"H 

Oat-~^pon- 


'5"develop* Out- KKpen- ^ short short Fourth 

lav dlturo short lay diture snorT> c-v • plan 

fall outla 

(8) (9) (10) 


( 1 ) 


(2) (3) (4)_(5 ) (6) (7)^ 


Village & Small 
Industries, 12,0. 9^2. 

pro- 165,5 153,5 
grammes 

Irrg,8iPower 391,6 341,2 

Large&medlum 
industries 17,4 13,5 

Transport 103,9 110,8 

S OC L 8lX 

Service 297,8 262,9 


20 

7 

13 

23 


69.5 

470.7 


80.9 

496.2 


135.7 

937.8 


99.5 

971.6 


27 


763.6 798.9 — 1523.6 1771.3 


28.6 

163.4 


39.9 

169.0 


79.6 101.0 

237,6 287.2 


12 . 485.5 497,6 — 933.0 910.2 


■ iTigsi.s aoea.s - 3S47.3 4^o3_-2. 


1916 

2629 

178 

380 

1777 

7073 



(ii) 

It will be seen from the above table that under village & small 
industries ,si!^eat)le shortfalls had occurred in both the first & 
the Third Plan^ periods.Tn the Flrct Plan period, while the 
shortfall in the overall Plan did not evceed 10^ of the total 
Plan outlay, the percentage shortfall in the small industries 
sector was the hiehest(bO^) as compared to other sectors,except 
large and medium industries.A<^ain in the Third Plan period, 
whereas under all Important sectors like ^Iducation, Health 
i^riculture. Irrigation, Power and Transport, the approved Third 
Plan outlays were considereably e-'’-ceeded, in the Small Industries 
sector there was a shortfall of about 27^ below the approved 
outlays. 


3, '^he less than adequate priority accorded by the State 
Governments in the Third Plan to this employment-oriented 
programmes of small industries is also borne out from the 
following tabic 

P ercentag e of outlay & e- pen iiitn re.j3Ti_yllIaS(^BaiL. 
small industr ies ■tQ..that _und£r_all_heMs^ 



■Thirst ” 

Second 
, ^plan. 

Third 
. PlarL_ 

Draft Fourth 

Outlay provided 

1.2 

2.5 

2.5 

2,7 

Expenditure 

Innurrpd._ 

3D1 

3.9 

2.4 



Tn the First Plan period, the States largely continued the 
programmes which had beej^^carried on before but th^ centre took 
the initiative to build Op a network of all-India Boards for 
development of different small In^us'trles and also to set apart 
substantial funds for the nurpose. The real initiative of the 
States for development in this sector was exercised in the period 
immediately prior to the Second Plan, In the Second Plan period, 
there was not much difficulty about resources and the States 
also had built un the necessary machinery for nromotion of these 
industries. This is borne out' by the fact that the actual expen¬ 
diture was 3.9 . pe.r cent of the total provision made under all 
heads, in bhe Second Plan period as against the outlay percentage- 
of 3.i5. per cent. In the Third Plan period, the performance was 
much lower at 2.4 per cent. 


4». Even more striking is the lower and steadily receding 
prlbrity accorded to the village and small Industry programmes 
as measure in terms of the percentages of expenditure incurred 
on them to the total e^'pendlture on all progranmes in the State 


Contd/... i3«' 




Plans. The figures In the 


States 

FIRST 

PLAN 

SECOND 
PLAN 1 

31-62 

62-63 

Andhra Pradesh 

to 

• 

o 

4.8 

4.0 

2.7 

Assam 

0.5 

4.8 

3.6 

2.3 

Bihar 

0.6 

3,9 

2,0 

1,3 

Gujarat 

0.8 

3.3 

1.7 

0.8 

J aramu&Kashmlr 

6,5® 

4.2 

3.8 

2.7 

Kerala 

1,3 

5.4 

4.5 

3.9 

Madhya Pradesh 

1.0 

2,5 

1.8 

2.2 

Madras 

0.7 

6.9 

4.1 

7.2 

Maharashtra 

0.4 

2,3 

0.6 

1.4 

Mysore 

1.9 

3.7 

1.8 

1.8 

Orissa 

1.5 

4.0 

2.7 

2.0 

Punjab 

1.3 

2.7 

3.8 

3.7 

Rajasthan 

1.5 

3.0 

2.0 

1.4 

Uttar.Pradesh 

2.7 

4.0 

3.4 

3.0 

West Bengal 

0.9 

3.7 

3,2 

1.7 

Haryana 

— 

— 

— 

— 



Two staternents - I and II - are en 
expenditure and percentage In d«ta 


below speak for themselves 


(Percentages) 






2.5 2,3 1.9 

2.4 ■ 2.4 2.1 

1.2 1,8 2,3 

0.7 0.9 1.3 

1.9 1.5 1.8 

3.1 2,8 4.6 

1.5 2.4 1.6 

6.4 7,0 5.9 

1.3 1,2 1,4 

1.4 1.4 1.6 

2.1 1.5 1,8 

3.6 3.3 3,2 

0.7 0.5 0,5 

2.9 2.0 1.6 

1.1 1.5 1,6 

2i3 2,3 2,1 


2.5 

1.4 

1.5 

2.4 

1.5 

1.8 

1.8 

1.3 

1.2 

1.0 

0.9 

0.8 

2.3 

2.8 

2.3 

3.7 

3.1 

4.0 

1.8 

1.3 

1.2 

6.4 

5,3 

4.4 

1.2 

0.9 

1.0 

1.7 

1.2 

1.5 

1.9 

1.3 

1.5 

3.5 

2.4 

3.3 

0.9 

0.2 

0.3 

2.3 

1.0 

1.1 

1.7 

1.4 

1.9 


2,2 

1.6 

2.4 

li6 

1.7 


slve 


large 


medium Industries. 


Indicating the outlays, 


(5-v) 

5. It i.d.11 b(-> obs<^rvGd th?it the percpntgg? of estpondlturo 
incurred on vlll'^ee and small industries decHned from 3*9 p-r 
cent,In the Second Plan to 3.4 por cent. In the Third Plan* 

Annual percentage figure? gre available only from the Third Plan 
onwards. From 3.9 per cent.in 1961-62, the figure dipped down 

to 2.1 p'r cent, in 1965-66 gn'^ will •’o da^rn to about 1.6 per cc-nt 
in the first .two years of the Fourth Plan,As regards indiT^idttal 
Statesj.the pv-^rformance in Bihar, K^rala» ^^u.iarat, Ralasthan, 

Mysore, Orissa, Uttar Pradesh and West Bpngal has bet n disappointing. 
The performance in Andhra Pradesh and Assam is also unsatisfactory. 
The position in Madras and Punjab s 'oms to- have been more or less 
maintained, • 

6, The programmes for development of different village and 
sm.all in'^us.trles are essentially programmes of assistance in 
differ -nt forms, such as» cre-^it, technical -advice,training 
facilities, supply of Improved tools and imp>?lments on easy terms, 
promotion of cooperatives, establishment of sales depots,c tc. 

It is, th erefore, mor-* true of this sector than some others that 
the programm s could easily bo ad.iustod to fit in with lower 
f5nanclal provisions, but the impact of the adjustments mf^de as 
a result of reduction in out'lays is bound to become visible in 
the next few years. For instance, reduction of the outlays for 
the handloom and powerloom industries, particularly po^'^rlooms, 
will I'^ad to a reduction in-the output of cloth in the cooperative 
sector of these industries. Similarly, reductions for the 
programme for sericulture, coir and handicarafts would aff ect the 
export notentlal of th"se industries. A smaller programme for 
small scale industries and industrial estates would aff-ct the 
a'^ailability of a large ranee of consumer goods and simpl"’ 
producers' goods. Finally, the total Impact of all these reduc¬ 
tions v'Oiild also be reflected in slovdng down the pace of 
progress in achieving some of the important social and economic 
objectives, siz., creation of Immediate and permanent emplojmient 
on a large scale at rel-'tively s'^all capital cost, mobilisation 
of resources of capital and skill which mi^ht otherwise be 
Inadequately utilized, more equitable distribution of national 
income, integration of the development of these industries with 
the rural economy on the one hand and large scale industry on 
the other, adoption of improved techniques and more efficient 
forms of organisation and dispersal of industries to smaller 
towns and promising rural areas. 



©Total for "Industries & Minerals'* 
@@Adjusted to reorganized States. 
@@@Provls lonal. 
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(vli) 

SMALL SOA:S INLUSTRrSS; CENTRAL ASSIS 


Wame of th( 

S u ct"t?G • 

V 

1961-62 


1962-63 

______i___.________ 

1963-64 

Loan 

) 

"i 

Grant 

Total ' 

______ _ j 

- 

I jjcan 

Ctrani; Total 0 loan 

1 

Gr?uit 

1 

^.Andhra 

34.03 

30.51 

64.54 

23.48 

18.56 

1 

42.04 

12.5^ 

13.30 

^ Pradesh 









Assam 

12.19 

8.92 

21.11 

13.38 

10.65 

23.43 13.31 

8.98 

3* Bihar 

26.80 

17.93 

44.73 

14.46 

9.98 

24.44 

19.66 

10.15 

1. Gujarat 

23.16 

10.72 

33.88 

8.83 

4.83 

13.66 

8.62 

5.20 

>). J&K 

1.60 

1.33 

2.93 

1.20 

1.41 

2.61 

1.85 

1.48 

1) • Kerala 

15.60 

10.62 

26.52 

17.35 

10.10 

27.45 

18.00 

9.95 

1. Madhya 

20.28 

12.37 

32.65 

41.90 

16.81 

58.71 

31.01 

18.75 

Pradesh 








* 

Madras 

46.54 

35.84 

82.38 

75.31 

64.53 

139.84 

55.43 

50.08- 

j*Maharasl 

:-.3.41 

1.79 

5.20 

17.73 

8,77 

26.50 

24.66 

10.30 

1 ■) .Mysore 

6.65 

6.79 

13.44 

14.56 

9.16 

23.72 

8.95 

5.50 

\ 

I Orissa 

12.73 

6.50 

19.23 

9.22 

5.53 

14.75 

13.67 

' 5.33 

( .'.Piunjah 

53.74 

26.86 

80.60 

53.95 

23.62 

77.57 

49,42 

21.17 

, 1:. .Rajasth; 

. 15.92 

8.44 

24.36 

14^4.3 


20.50* 



.U.P. 

32.'^ 

33.06 

115.87 

63.15 

41.71 

104,86 

64.43 

48.71 

y ■.W.Bsnga'' 

21.96 

16.96 

38.92 

17.93 

13.11 

31.04 

13.69 

10.62 

Total 

.■'7.42 

228.94 

606.36 386.94 

244.18 

631.12 348.44 

224.28 








IX II 


TAI^CE TO states DURING THE THIRD PL/u^ PERIOD (Rs.in lakhs ) 



|J 1 

1964-65 j 1965-66 

1961-66 ! 

proper- 

Total 

_^_i 

j Loan C'i'ant Total 5 Loan Grant Total 

Loan Grant Totalj 

_ 

jtnrotT 01 
total 
, grants 
to tot 
loans 
Grants 
Loans' 


25.85 

11.25 

9.20 

20.45 

29.70 

19.51 49.21 

111.01 

91 .08 

202.09 

0.82 

22.29 

11.16 

10.89 

22.05 

27.00 

8.00 35.00 

77.04 

46.34 

123.88 

0.61 

29.81 

37.79 

19.88 

57.67 

32.50 

20.50 

53.00 

131.21 

78.44 

209.65 

0.60 

13.82 

4.96 

4.16 

9.12 

a.67 

3.33 

12.00 

54.24 

28.24 

82.48 

0.52 

3.33 

3.12 

2.68 

5.80 

9.70 

5.94 

15.64 

17.47 

12.84 

30.31 

0.73 

27.95 

17.21 

10.67 

27.88 

9.59 

5.48 

15.07 

77.75 

47.12 

124.87 

0.61 

49.76 

18.78 

15.05 

33.83 

7.51 

4.70 

12.21 

119.48 

67.58 

187.16 

0.57 

05.51 

78.90 

69.07 

147.97 

06.25 

43.77 15).02 

362.43 

263.29 

625.72 

Or73 

34.96 

33.75 

19.18 

52.93 

14.89 

9.36 

24.25 

94,44 

49.40 

143.84 

0.52 

14.45 

11.18 

7.74 

18.92 

6.67 

5.48 

12.15 

48.Ot 

34,67 

82.68 

0.72 

tg.oo 

17.89 

14.68 

32.57 

17.39 

13.12 

30.51 

70.90 

45c16 

116,05 

0.64 

70.59 

43.16 

37.54 

80.70 

33.71 

26.46 

60.17 

233.98 

135.65 

369.63 

0.58 


7.97 

5.71 

13.68 

3.42 

2.28 

! 5.T0 

49.99 

27,76 

77.75 

0.56 

3.14 

88,69 

55.64 

144.33 

55.95 

35.01 

90.96 

355.03 

214.13 569.16 

0.60 

9.31 

25.12 

18.99 

44.11 

20.11 

12.35 

32.46 

103.81 

72.03 175.84 

0.69 

.28 

410.93 

301.08 

712.01 

383.06 

215.29 

598.35 

1906.79 

1214^3 3121.12 0.64 









(viii) 

APPSRDDC - HL. 


Footwear 
& Parts ~ 
thereof. 


Soap 


( 


Indi a n Central E xcise Tariff 

(As in operation on the 3oth June, 1967) 

36, Footwear and parts thereof, in or in relation to the 
Rianufacture of which any process Is ordinarily carried on 
with the aid of power 

(1) Footwear 10 per cent advalorem 

(2) Parts of footwear 15 per cent advalorem 

Exemption * 

The Government of India exempts footwear failing under 
sub item (1) of this item and produced in any factory 
including the precincts thereof, wherein not more than 
49 workers are working or were working on any day of the 
proceeding 12 months or the total equivalent of power 
used in the process of manufacturing footwear does not 
exceed two H,P, from the whole of the duty of excise 
leviable thereon, 

15, Soap in or in relation to the manufacture of which 
any process is ordinarily carried on with the aid of 
power or of steam for heating. 

(1) Soapr household and Laundry Rs,18,00 per Quintal 

(2) Other sorts Rs,38.00 per Quintal 

Exemption : 

Soap in or in relation to the manufacture of which 
no process has been carried on with the aid of power or 
of steam for heating is exempted from the payment of the 
whole of the excise duty leviable thereon. 

2 , The Government of India exempt the first 100 
tonnes of household and laundry and the first 50 tonnes 
ol toilet, monopole or textile soap, falling under sub 
item I of this item cleared for home consumption on or 
after the 1st day of April in any financial year by any 
manufacturers whose total production of soap in the 
proceeding financial year did not exceed 500 tonnes from 
the levy of whole excise duty on it, 

31, Electrical Batteries and Parts thereof. 

12 3 

1 , Dry 15^ advalorem 

2, Storage 15^ " 

3, Parts of storage 

battery - containers, 17^% ' 

covers & plates. 



Exemption ; 

Electric Batteries of the type known co.'iimercially as 
stationary batterare exempted frorri the payment of 
whole of the excise duty leviable thereon. 

2 , Tho Government of India exempt from the levy of 
excise duties electric batteries produced in any 

factory in v.'hich not more than five v.;orkers are working 
or were working on any day of the preceeding 12 months. 


3. Parts of electric batteries of tho desceiption 
as specified in col(I) of the table hereto annexed, if 
produced in any factory in x-jhich not more than five 
workers are working dr were working on any day of the 
preceeding 12 months are exempted from the payraent of 
so much of the excise duty leviable thereon as is in 
excess of the duty specified in tho corresponding entry 
in col, (2) thorocf. 


Descript io n 


Duty 


Containers & covers Nil 

Plates 10 per cent advalorem 

14, Pigments, Colours paints, enamels, varnish black 
and cellulose lacquers, 

I, (I) Pigments, Colours, Paints & enamels 

( i) Zinc oxG ide red lead, white load R5.19.75 per 

Quintal, 

(ii) Aluminium paste 75 paise per 

’Kg, . 


(2) Dry Colours, namely the folloviing 
lead chrome Brunswick green 


Rs. 17.25 per 
Quintal. 


(3) VJater paints 

(i) Dry distemper including cement 
based water paints, 

(ii) Oil bound distemper 

(iii) Water pigment finishes 
for leather 


Rs,17,25 per 
Quintal. 

Rs.30.50 " 

42 Paise per 
liter. 


(tv) Plastic emulsion paint 


Rs.1,05 per 
liter. 



(x) 

(4) Oil paints & enamels 

75 False per Kg, 

R3.19,50 por 

Quintal, 

65 False per 
liter 

(4a) Dispersed organic pigments used Rs.2,5C per Kg., 
in printing textiles 

(5) Pigments, colours, paints & enamels Rs..l7.25 per 

not other wise specified. Quintal if soli. 

by weight, 5G 
nalso per liter 
if soli by vo'^'xoe 

Exemp tion} 

The goods specified in Col.I of the table heroto 
annexed which are cleared by the manufacture for homo 
consultation on or after the Ist day of April of any 
financial year, in the circumstances and to the extent 
specified in the col. 2 & 3 respectively of the said 
table are exempted from the payment of so much of excise 
duty leviable thereon as is in excess of the amoono 
specified in the corresponding entries in col.4 thorcc.'- 

Desceiption of Circumstances Extent of Amoo.ni' 

goods.' in which goods exemption 

are eligible 
for exemption. 



1. i>ry colours 
namely lead 
chrome. 
Burns wick 
Green. 


The output of (a) on the Rs.B .vo pe...* 

all dry colours 1st 10 Qurnr-a . 

for the finan- metric 

cial year does tons, 

not exceed lOO (t,)on the Rs. 13,15 per 

metric tons. next 15 v j 

metric . . 

tonnes. 

(c)on Quan- Hp-,-1 ■ -‘<^5 ' 

tity in 0.u?n-:a 

excess t-f 
25 me tr ic 
tons. 


(i) Tinting paste (Blue) 

(ii) Stiff paints 

(ill) Ready mixed paints enamels 
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1 

2 

5 

4 

2, V/ater Paints 

The out put 
of ail water 
-paints for 
the financial 
year does not 
exceed 300 M. 
Tonnes. 

On the 1st 
75 metric 
tonnes of 
all water 
pa ints 
taken 
together. 


(a)Dry distemper 
IncludIng 
cement based 
water paints 

-do- 

-do- 

Rs,12.30 per 

Quintal. 

(b)Oll bound 
distemper 

-do- 

-do- 

Rs.23.00 " 

(c)V/ater pigments 
finishes for 
leather 

-do- 

-do- 

30 Paise per 
liter. 

(d)Plastic 
emulsion 
pa Ints 

-do- 

-do- 

75 paise per 

1iter. 

3.011 Paints 
& Snamols ‘ 

The out put of 
all oil paints 
and enamels for 

On the 1st 
750 metric 
' tonnes of 



the financial 
year docs not 

all paints 
cc enamels 

ther. 


c::coed 3000 

taken tone 


metric tonnes. 



(a) Tinting Paste 

-do- 

-do- 

55 Paise per Kg. 

(b) Stiff Paints 

-do- 

-do- 

Rs,14.30 per 

Quintal. 

(c) Ready mixed 
paints and 
enamels 

-do- 

-do- 

50 False per 
liter. 


33, Elec tric Fans , 

1, Table, Cabin carriage, pedestal Rs.7.o0 per i an 

and air circulator fan not 

exceeding 40,6 centimeter. 

2. All other fans Rs.lS per fan 

Exempt ion ; 

Table, cabin carriage, pedestal and air circulator 
fans not exceeding 22,5 centimeters falling under sub item I 
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are exexpted from the payment of so much of tho excise duty 
leviable thereon under the central excise act as Is In excess 
of Rs.S.OO pel" fan* 

33-A. Vjireless Receiver Sets, all sorts including transistor 
sets and Radio-gramme, 

205^ advalorem 


Exempt Ion ; 

Wireless receiving sets (other than radiogram and 
radios with extra space in the cabinet) falling under this 
item and of the description specified in col,I of the table 
hitherto annexed are exempted from the payment of excise 
duty leviable thereon as is in excess of the amount specified 
in the corresponding entry In col,2 of the said table. 


Des cription 

T 

Sets whose price at the point of sale 
to the consumer: 


1, Does not exceed Rs, 165,00 each 

2, Exceed R3,165 but does not 
exceed Rs,225/- 

3, Exceed R3,225/- but does not 
exceed Rs,300/- 

4, Exceed Rs,3oO/- but does not 
exceed Rs.375/- 

5, Exceed Ri,375/- but does not 
exceed R3,475/- 

6, Exceed Rs,475/- but does not 
exceed Rs,575/- 

7, Exceed R3,575/- but does not 
exceed fis,67S/- 

8, Exceed Rs,675/- 


Amount 
-^ 

Nil 

Rs,15,00 

R8.21.00 

R3.30.00 

Rs.50.00 

Rs,70.00 

Rs.90.00 

Rs.100.00 


Item 17.(3) 

Printing & writing paper, packing and wrapping 
paper 

Straw Board & Mill Board including 35 Poise per Kg. 
grey Board, corrugated Board, 
duplex, triplex Board etc. 

Exemption : 

Straw Board and Mill Board falling under sub' ltem(3) 
of this item taken together, upto the quantity prescribed 
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in col.(l) of tho table below and clear by any manufacturer 
for homo consumption during any financial year, are exempted 
from the payment of so much of the excise duty leviable 
thereon as is in exces-s of the amount specified in the 
corresponding entry in col. (2) of the said table. 

Table 

* 

Q ua ntity 

On the first 125 metric tonnes 
On the next 375 metric tonnes 
On the next 500 metric tonnes 
On the next 500 metric tonnes 


Amount _ 

Nil 

16 paise per Kg. 
20 Paise per Kg. 
28 paise per Kg. 
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:/,l 


Cvt'-T.*:,:, 

??<. OTjc^i -^r! c if r?. zz 


fill 


TTrti' 

( 1 > 


Location o” the 
C^n'iraa vJhict c.'ra 
^'inctionlno. 


'';'rac;9 i'o? '/[*icF'. 
^ocill"5.30 c,::'3 
“V'?i?.abl3, 


(?) (3) 


1. 

Andfars ?ra 

do G h 1, 

Ganat Maear 



2. 

yijayavjada 



3. 

Fapanaidu’Tot 

2, 

Ac G am 

4, 

Jorhat 



5, 

Fincabia 



£ 


3. 

3ihar 

6, 

Ranfehi 



S. 

Olianbad 



8, 

r'uriaf far’s ur 

4. 

Gujarat 

9. 

.Jamnagar 



£ 




— 10. 

Gavarliundla 



11. 

[Icdiad 



- 12, 

Chavana^'ar 



13. 

3urat 


Tool r.oor.: "nb G3n3r?l 
iiirinsar inr "vA 2130- 
tropl?tine, 

Go n 3 e 61 Z n r i n o 31' i n r r. nd 
? 0 ’.indry, 


'.3 on'>!. 




Gonoral 2nc;in33rin"’ an'" 
Uloctronlatinc, 


-ao- 


Foot’^sar an' Lsathoi’ 
Goods, 

G3n3rel dncinosrinr and 
dl 3c t r o"' i a tine, 

-do- 

Sloctro’a?. atine, Fo'nna’ry 
and 3and: Goa tine. 


biac’nGr.iithv ana! Fiar.s 

V/ 

Cuttine, 

Gonsra], anrinarin"; 'nd. 
Csrpsntr-r, 

Ganara.i dnejinaarine. 


Gonsrel ilneinoarinc, 
Foundry' and 3snd "^’og tine» 


Gontd, 


£ Propos..id to be transfurrod to State Govts. 



5, 

K3rQla 

14, 

Shoranpur 

Canoral incinaoring. 



15. 

Trichur 

Poof/oar a Lasthar 
Goods, 


©0 * 

©0 ♦ 

la, 

17. 

Tiruvalla 

Dttananur 

production Contra for 
rise trie Motors, 
Production Contra for 
["achina and Hand Tools. 


m 

IS, 

'Callai 

7'ood Caasoninc, 



19. 

Attinpal 

Ctainlass Gtaal 
’Jtanc ils. 



ao. 

A.llappy 

Gonoral Cnginaoring. 


@© 

21. 

Mu V a 11 up h u uh a 

Tin Can ri’-ebing end Tin 
Printing, 

6. 

rcadhya Pra-^aGh 

22. 

Jabalpur 

Gonoral Gneinooring S 
2l3c troplstin'*. 



23. 

Ujjain 

Gonoral dnginaaring 



24, 

C^.'alior 

Gaaarel dneinaaring 

7. 

Madras 

25, 

Iroda 

Lasthar finishing 



26, 

Coinbatoro 

Foundry 



27. 

Madurai 

dnginaoring and 
Placksniithj^ 



28, 

Pondicharry 

Gonarel dnginaaring 


♦« 

29. 

Msdras 

Training in Footv/asr 
manufsctura 

♦ 

production Contras 

Craininc Cantras 


Contd,,...,♦ 


@0 Undor ’fcrajisJor to State* 
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(2 


N 


(3) 


jlitre @80* Fjrundursi 
31. Kolhapur 


<3@32 Amrsvati 
33.Poona 

1)34.7arud 


Carp on* ry :.nd Cnithy 

Conoral Unginoorino, 
Foundry and Csncl 
Costing. 

3h30l f!3t£l, 

Cloctroplatinr and 
Conoral ^nrinoorinn, 

Carpontry and Oil 
2ngino Popair. 



13. Rajasthan 45. JodJ^ur Ftootwe 

Enginot, 

46. Kot^ General F 

47. Udatiur Gener?' 

Elect 

14. Uttar Pradesh .• 48. Ferozabad Gla 


49. Meerut 
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(1) 

(2) 

(3) 


60. Nawadwip 

Brass and Bell Metal 


61. Bon-Iboghly 

Ceramics 


£62. Bankura 

Blacksmithy and Carpentry 

16. Delhi 

63. Balsahyog 

Cano and ’Afooden. Pirniture, 
Sl^et Metal Working, 
Tailoring. 


@64. Paridabad 

Carpentry and HLacksmithy. 

17, IS.machal 
Pradesh 

65. Solan 

Training in Thermometer 
Manufacture and Scientific 
Glass Blowing. 

£ Proposed to 

be transferred to 

Stcit/© Gov*t * 

^ Transferred 

to State Govt. 
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Trad9-wise Distribution of Tochnic^l Posts in DCSSIO 
(including anall Industries Service Institutes and 

Extension Centres) 


» • • 




Dir. Dir. 
(Ginj) ( Gr.II ) 




Ao Technical 
Services: 

Bering 

(a) Mechanical 

(b) sn. ec trical 

(c) Metallur¬ 
gical 

d) Hosiery 
g) Civil Bigg. 

Icn^Sl gineering 
(Technical) J 

(a) Chemical 

(b) Leather 
Fco fr/ear 

Ceramic 

(d) Lens Grind- 

iiig 

(a) Fin¬ 

ishing 

(f) t Pre- 
seivation 

(g) Cane & 

Bamboo . 

(h) Tai 1 oring 
cl Art 

B, Special 
Services 


IIX . Ecoao raic Invea- 

T.'i P.'l* 


.titties' 

(a) Fconomic 
Investigation - 

(b) Statistics 


1 {IBS) - 


IV, Indus?..Management 
^ 2'raining 1 

V. Ill (CI si, Design - 
Grand Total 30 


Deputy 

Dir. 


Asst. 

Dir. 


Asst. 

Dir. 

(iiCiin 


9 

7 

3 


13 

22 

9 

1 

1 

2 


6 

4 

1 

2 

1 


9(IBS) :^(IBS) 4+1* 
KISS) KISS) - 


6 

7 


22 


Junior 

Field 

Offi- 

c ers. 


Inve 
stig 
a tors 


mm 


21 

ftl 

1942* 

89 

59 

•• 

•• 

4 

3 

4+2* 

16 

8 

- 

- 

8 

12 

15+3* 

16 

4 

M 

- 

1 

— 


2 

3 

•• 

- 

1 

• 

• 

2 

mm 


IB 

25 

15 


1 

1 


83 

39 

39 


11 78 140 5l-f8* 312 

*In lieu of posts of AD(Gr.l) 


7 

9 

12 


( /iTt) 


26 


IM 







A nnexure 


Coc3~)-?,retiv3 ’'s.'‘st 3 rn ot 

I-:9adruert3r’3 of:!ic3 o:' 


and 


X33I0 (i:33d-aart3rG) 


>-v O 

« .. • 




1)33’"nation S 


rjo. of Oocicnation " 
:poGt 3c£l3 of ray 


rio. 0 

■•' o:; t 


Oovslo^mont 
C^aiis 3 iona’r (3C I) 

"3,2000,126-2250 1 Oii'octor Odnai’dl 

Technical Oo'/a- 
lo'insnt '3.3000/- 1 


Toint Oevaloomtnt 
Coraraissionsr 
:s, 1100-1800 


Oiroctor(Grade I) 
?s, 1100-1800 


Oiractor (Gredall) 
:3.11C0-1400 


Deputy ’liractor 
"3.700-1250 


A,33i.3tant Tin act or 
(Gr,I):3.400-900 


O’/, '"iractor- 
Ganaral 'T'ach, 

.1 Oavalc” riant 

"3.2500/- 1 

Sanior Inf/j3trial 2 
6 Tch'/idar 

"3.20CO-225C 

Indue tr ial 
1 Advicar 

"3.1800-2000 11 

Oeveloorjant 71 

19 Officer 

rs. 700-1600 

11 ,0d313taut Oav- 

1 oomo n t O" 0-i a r 
:a. 400-950 63 


Junior Field Officer 

X325-575 31 Junior Technical 

Of f icar 

:,3,325-675 63 

Investicator 

"3.210-425 6 


-OoO 
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1 

. 146 

7Co77 

35-70 

234 

13100 57-29 

189 

108.1,^ 

72o42 

194 

106.61 

84.41 

/ 

c 

-• J)i 53 

6l. 37 

40.29 

72 

78.12 

64o35 

•I 03 

':l8o28 

.32,59 

130 

156.64 

102.5c 

■ 

' r 46 

56.0? 

41c 36 

56 

67«04 

50., 6.4 

67 

77o70 

61.64 

75 

91.17 

69.00 

1 

.rai; 3 

2 ,90 

- 

32 

22.46 

9.22 

55 

36.26 

20.45 

61 

39.89 

27.46 

c 

La 8 ' 

57,52 

52.17 

82 

57o95 

52.80 

82 

59.2,^ 

53.55 

88 

56.43 

61.35 

i . 

• r 

3. 51 

2< 21 

14 

9.56 

c6 i 

28 

15.81 

8,86 

.88 

21 ,36 

9.64 

i 

38 

32., 53 

C » “5 

P a 

7 2o94 

0 " f*’ ^ 


12^0.37 

.4a ,,78 

136 

i 20.60 

63.75 

/ 

O - 3 



! 32 

A 

'a' -5 

'3 .05 

-T , IS 

19 

23.05 

'I .Q 

/• 0 , 

3.8.6 1 

32.83 

30 

37.40 

3 ;c39 

Vi/ 


I O' - 

< -' 7 

c 


:08-,4 ' 

68..'.9 

C( i 

•ft'i 

IO0 c 6^0 

36 5 

0 > j -1 p 

'• ' .) -J -9 

'06,38 

505 

2S1.68 

"99.39 

t 


23 .52 

10., 08 

63 


32.034 

3/ C’ 

72,o2 

56 ,59 

124 

85 6c 

75o2^ 

{ 

\ 

'.r'j.■,a4o 

2'.->5 

r. 

J 1 

52 

46^73 

L: •: 5 4' 1 

77 

■_/ Jl 0 ^0 

5' 1 7 

•;os 

74.37 

57o01 


j/.j .5158 

6-3.66 

1 1 . / 

i 79 

239. 5 ! 

Pc; ; r, 

^ , l> . 

i 7 0 

2l0,.;o 

'0' ..25 

25 a. 

30?cl 7 

• I.// 9 . 



21 .8.: 

..). 30 

35 

• 1 . '8 

'5,78 

0 'V 

3'.32 

21.94 

4 5 

37.37 

•4t'o34 


.8 :*•! 


30<. i 

53 

:"5 .23 

39.9-, 

6b 

O'! o20 

49o56 

74 

31.93 

6‘ 97 

-r » 

■ e t ■' 6 
’ en-.r.l 

25i.»57 

20,2.3 

20 

33 c, i 9 

ITolO 

37 

s:,ei 

32.83 

42 

79.81 

54 13 


?' '.1 845 724.87 411 o96 1288 / 607«65 -1541 / 820.89 1905 1588.59 ^ , 

1092.26 1308./’O 


t 
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Banctioned aiid disbursed by State Financial Corporations 
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197 

IIO0OO 

93.66 

220 

143^29 

109 ..42 

242 

163.57 

133.22 

137 

162.,97 

133 0 36 

146 

180-47 

146.73 

160 

189.,81 

155.46 

78 

96.85 

77.21 

88 

10/.. 52 

90.68 

102 

121.78' 

101,27 

8; 

55.,30 

37.10 

117 

7'7 u 56 

6V.39 

150 

123.08 

88.02 

9^‘ 

lOJH 

6 4,99 

93 

B‘),54 

74,07 

96 

83oi2 

80,80 

' VJ ‘ 

25 97 

18. 27 

t36 

63V25 

43o07 

253 

110,31 

88.79 

i1b . 

;<'■ .46 

76,95 

133 

1 rV89 

8V.55 

178 

155o9i 

10.1 .9.5 

38 

57.35 

46 0 .V^ 

33 

4^-.-0i 

39.89 

34 

5V.83 

« /- ‘ r'y 

f U ■ c. 

676 

392,39 

27 2.:. 95 
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4^ .->42 

355-61 

940 

582? _■ 51 

423-22 

Y 2 

•106o92. 

33... 35 

20 c 

*!25,51 

112o99 

238 

145.92 

15'-b3 

U 2 

75-25 

63.70 

1 37 

8 .97 

7 .c98 
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■n7’75 
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260 

260.89 

2] 3 c 53 

27 ■'J 

27^.. c 53 

232r.48 
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357, '7 
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46.45 
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6?.Vi7' 

39o79 
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7i,54 
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79c 57 
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92,58 

94 

120o4* 
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8. .86 
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46.52 
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120,58 

79.67 
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1780,81 
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1599.32 
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Anne-mre V 

GOVEflNMSNT OF INDIA 
MINISIRY OF WfiKS, H)USING AND SQPPLY 

No. Pur-4<9)/56-Vol. II New Delhi, Dated the 2-’. 11.1956 

OFFICS M SM JRANDDM 

aibject:- Procedure for purchase of stores 
from Staall 33ale Industries 

The Government of India have had under 
consideration the procedure to be prescribed for 
the purpose of assisting Small Scale Industries to 
participate more fully in Government purchases. As 
one of the means to bring this about it is tie 
policy of Government that preference will be given, 
consistent with the requirements of quality and 
timely supplies In order to ensure that the potential 
capacity of existing as well as newly formed Shiall 
Industrial Enterprises are utilised and supported to 
tlte fullest extent. . To achieve the objective, it 
has been decided to adopt the following procedure 

-1) All items of Government purchases should be 
divided into the luixnwing four groupss- 



(1) Group I -* Items which can be purchased only 
from large saale units. 

Cil) Group II - Items which can be purchased 
only from large units, but ^vhere it is possible for 
the large units to sub-contract ancillaries and 
components to small scale units. It Is neither 
practicable nor desirable to impose any contractual 
copditions on large scale industrial units that they 
should obtain such components from anall Scale 
Industries. The Small Industries Corporation and 
the Regional Snail Scale Institutes will be 
prepared, towever, to assist large scale units 
to find suitable small scale units to whom they may 
sub-contract lesser components and ancillary equipment 
for manufacture under their guidance to ensure the 
requisite quality, the responsibility for which will 
centime to rest on the Principal manufacturers 
on whom the contract is placed by the D.G.S.& D, 

When the contract is completed, it is Governments 
intention also to obtain reports from large scale 
manufacturers on the extent to which sub-contracting 
has been possible. 
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• Jr. .. 

(Ill) Items under this group will be arranged 
both through the large scale Industries and small scale 
units. For this purpose, they will be divided Into 
two sectlcais. In the first section tenders will be 
Invited from all parties and small Industries may 
be accorded a suitable and reasonable price preferential 
upto maximum of 15^ the actual quantum being decided 
In each case on merits, In consultation with Finance, 

In the second section, a portion of an Indent would be 
reserved by the DGS&D In consultation with Small 
Industries Corporation, for the small scale Industries 
and on the unreserved portion the normal procedure 
for tenders should be followed. In the reserved 

portion small Industries nominated by the Small 

G 

Industries orporat Ion will be eligible for a price 
preferential (xi the sane terms as above. The prices 
to be fixed for the reserved portion In respect of the 
stores offered by the Small Industries Corporation 
nominee, will depend on the results of the tenders to 
be opened. The DGS6cD should prepare a list for this 
group. In consultation WL th the Small Industries 
Corporgfc Ion, 

(Iv) Group IV - Items anderthls group are to 
be entirely reserved for procurement from small industries 
The purchases will be made by open tender system. The 
Directorate General of Supplies & Disposals should 
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coraplie a list of such atones in consultation with the 
Small Industries C onp or at ion <. . 

2, Tendon sots and specifications other than 

certain priced specifications such as and I,R,S, 

specifications, should be supplied free of charge to 
Small Scale units through the Snail Industries Corporation 
without security deposit, and whenever in such oases 

the supplier falls t o deliver the, stores the Small 
Industries Corporation would remove the firm from their 
list of suitable firms .. 

3, Where it is considered that in the large interests, 
it is necessary that in respect of specified items under 
groups (iii) and (Iv) the purchase should be conf ined 

to the small scale producersthe DGS&D tsIII arrange to 
purchase thorn from this sector in ociisultation with and 
through the Small Industries Corporafc ion wherever possible , 

4, A special Organisation .will be set up for the 
purposo of effecting necessary liaison between the 
DGS&D aid the National Small Industries Corpord^tlon, 
for implementing the a&ove decisions* 

Sd/- Kumaramangalam 

Under Secretary to the Govt, of Ind' 

To 

The DGS&D., New Delhi,• 
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APPENDJZ-X 

Ijienis Exclusively Reserved for Snial l Scale Sector under Goverl 
iTien^ Stores P urc h ase Prograrome . ^ 

1. Animal Driven Vehicles (Civil Requirements only) 

2. Anklets Web K'-alc-l . 

3. All badges, cloth embroidered and metals. 

4. Attache cases 

5# Bags Ice head (Civil requirements only)* 

6, Bandage cloth 

7, Basket cane. 

8, Belt Leather, 

9, Belt Leather & Stripe. 

10, Blacksmith Hearth. 

11, Boxes made of metal (Civil requirements only), 

12, Boxing boots, 

13, Boots and Shoes of all types (Civil requirements only) 

14, Brass dampers, 

15, Brass padlocks, 

16, Brief cases, 

17, Brooms, 

IS, Brushes. 

19, Button Metal, 

20, Cash Bags, 

21, Caps Cotton, 

22, Caps Woollen, 

23, Caps waterproof. 

24, Celling roses up to 15 amps. 

25, Centrifugal steel plate blowers. 

26, Chappals and Sandals, 
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27, Coir fibre a«€ Coir Yarn. 

28, Coir mattress and matting. 

29, Cotton hosiery (Civil requirements only). 

30, Grates wooden, 

31, Cumblies, 

32, Curtains mosquito (Civil requirements only) 

33, Distribution Boards upto 15 amps 

34, Dusters cotton all types except the, items 
required in Khadi, 

35, Dust Bins (Civil requirements only), 

36, Dust Shield Leather, 

37, Electric Gall Bell. 

38, Electric Buzzers. ■ 

39, Expanded metal, 

40, Football Boots. 

41, Garments (Civil requirements only), 

42, Gauze Cloth. 

43, Ghamellas (Civil requirements only). 

44, G.I, Padlocks. • 

45, G.I, Buckets, 

46, Glass ampoules, 

47, Gauge surgical all types (Civil requirements only). 

48, Hand drawn carts of all types (Civil requirements only). 

49, Handles wooden and Bamboo. 

50, Hair Passam Wool, 

51, Hand gloves, 

52, Hide and country leather of all types 
(Civil requirements only). 

53, Hob Nalls. 
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54, Invalid Vflaeeled Chairs, 

55, Keys Wooden• 

56, Kit Bags, 

57, Kodall, 

56, Kullahs, 

59, Laces leather, 

60, Lanterns posts and bodies, 

61, Lathles, 

62, Lamps signal, 

63, Lampholders, 

64, Leather bags, 

65, Leather boxes (Not Army types), 

66, Leather Harness, 

67, Leather Washers. 

68, Hetalclad Switches, 

69, Mall Bags (Canvas & Doss out1) 

70, Malnhole Covers, 

71, Metal Polish, 

72, Metric Weights, 

73, Nail tip heel rustless» 

74, Paper conversion products, 

75, Patient coats ac pyjamas. 

76, Postal lead seals. 

77, Plugs, 

78, Postal weighing scales, 

79, Rags cotton (Civil requirements only), 

80, Railway platform drinking water trolleys 
(Civil requirements only). 

81, Rubber Balloons, 

82, Scissors cutting (ordinary scissors), 

83, Shoe Laces, 

84, Sign Boards painted. 
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85, Skin sheep all types (Civil requirements only). 

86, Sklboots and shoes . 

87, Sole leather (Civil requirements only), 

88, Soap washing or laundry soap (Civil requirements only). 

89, Sockets, 

90, Spiked boots, 

91, Steel desks, 

92, Steel Racks, 

93, Steel Stools, 

94, Steel Trunks (Civil requirements only), 

95, Stockinette (Civil requirements only), 

96, Stone curry and stone ciirry roller, 

97, Suitcases, 

98, Tape cotton (Civil requirements only). 

99, Tarpaulins (Civil requirements only), 

100, Teak fabricated round blocks, 

101, Tentage jute, 

102, Tins Trays. 

103, Umbrellas. 

104, Utensils Cooking (except stainless steel utensils an<S 
vessel pressure cookers) (Civil requirements only). 

105, Wooden Plugs. 

106, Wheel Barrows, 

107, Wicks cotton (Civil requirements only). 

108, Wooden Packing Gases of all slzes(Ci^ll requirements 
only). 

109, Woollen hosiery (Civil requirements only). 


110. Shellac. 
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Orgsmisations & Agencies who assisted the Group 
with their views and-suggestions * 

Chambers 

1, Andhra Chamb^ of Comweroo, Madras, 

2. Assam Chamber of Canmeroe & Industry, Shillong. 

3* Associated Chamber of Ccmmerce & Industry, Calcutta, 

U. Bengal Chamber of Ccanmerce & Industry, Calcutta, 

Bihar Chamber of Ccmmeroe, Pfetna, 

6, Bcmbay Chamber of Conmerce & Industry, Bombay* 

T* Central Gujarat Chamber of Commeroo, Baroda, 

8, Catml India Chamber of Comnfiroe & Industry, UJJain* 

9, Chamber of Commeroe, Trivandrum. 

10, Chamber of Commerce & Industry, Cochin, 

11, Federation of Andhra Pradesh Chambers of Ccmaeroe 

& Industry, Secundrabad, 

12, Federation of Indian Chambers of Commerce & 

Industry, New Delhi, 

13* Gujarat Chamber of Cotmiierce, Ahmedabad* 

lU, !4adhya Pradesh Chamber of Commerce ic Industry, 

Laslar, Gwalior, 

1!>, Pfedras Chamber of ftiall Industries, Madras, 

16♦ Mahavidarbha Chamber of Ccmunarce & Industry, Nagpur, 

17, I^^ore Chamber of Commerce, Bangalore, 

18, Northern India Chamber of Comiflerce & Industry, Chandigarh^ 

19, Orissa Chamber of Ccmmerce & Industry, Cuttack, 

20, Pur^ab Fedaration of Industry & Commeroe, Amritsar, 

21, Rajasthan Chamber of Commeroe L Industry, Jaipur, 

22, ,y.,P, Chamber of Commerce, Kanpur, 

* Asaociations 

23, Ahmedabad Industrial Estate Factory Owners Association 

Ltd,, Ahmedabad, 

2U, All India Manufacturers' Organisation, Bombay, 
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All M^are Snail Scale industries Association, 

Bangalor©. 

26, Ardhra IVadesh Small Scale Industries Association, 

Vijaya'wada, 

27. Association of Indian Industries, Bombay, 

28* Association of Indian Trade & Industry, Bombay, 

29. Bai^alore Industrial Estate llifirs* Association, Bangalore. 

30. Batala Industa'ial Estate Factcries Association, Batala. 

31. Bihar State Federation of Small Scale Industries, Patna. 

32. Bombay Small Scale Industries Association, Bombay. 

33. Federation of Associations of Snail Industries of India, 

Ifew Delhi, 

3U. Federation of Associations of Small Industries of 
Rajasthan, Jaipur. 

3?. Federation of Indian Ifenufacturers ‘, Delhi, 

36. Federation of Small & I'fedium Industries, V7est Bengal, 

CJalcutta, 

37, Goa Small Scale Industries Association, Itogao, 

38, Howrah Manufacturers' Association, Howrah, 

39. Indian Banks* Association, Bombay, 

UO. Industrial Estate Association, Ludhiana, 

Ul. Industrial Estate Industries Association, Patna, 

U2. Industrial Estate Mfrs.’ Association, Sanatnagar, Hyderabad 
h3» Industrial Estate lCr,s* Association, Gwalior* 
llU. Industrial Estate Mfrs.* Association, UJ’. Kanpur. 
i|.5. Ind^LStries Association of Chandigaitx, Chandigarh. 

U6. tashmir Ssiall Scale Industaialists Assobiation, Srimgar. 
h7 • Kerala State Small Scale industries Association, Ernakulam, 
U8, Kerala State Small Industries Association, Cochin, 
ii9. M.P. '%all Scale Indus tries. Organisation, Bhopal, 
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^0, Madras State Small Industries Association, Madras. 

51. Ifedras State Industrial Estates Associatiiai, l&dras. 

^2. Okhla Industrial Estate Assocantion, Usw Delhi. 

53» Orissa Small Scale Industries Association, Cuttack, 

5U. Small Industries Management Association, Ifedras, 

55. Small Scale Industries Association, Jullundur, 

56. Small Scale Industries Associaticxi, Jagadhri, 

57. U.P. Small Scale Industries Association, Kanpur. 

58. Udyognagar Industrialists Association, Rajkot, 

55» Vidarbha Industries Association, Nagapttr , 

• Others 

60, Adviser on Industries Service & Technology,©! U,N, 

(for African Countries) 

61, Andhra Light ]jadustries, Sanatnagar. 

62, Champion Industries, Hyderabad, 

63, Chitranjan Locomotive Works, Chitranjan, 

61i. Electric Transfonner & Equipment, So, Sanatnagar, 

65. Electronic & Industrial Instruments Co,(P) Ltd,, Sanatnagar, 

66. Ford Foundation, New Delhi. 

67. Hajrvln Opticals, Sanatnagar. 

68. Indian Institute of Foreign Trade, New Delhi, 

65. Indian Institute of Public Administration, Ifew Delhi, 

70, Indian Investment Centre, Mew Delhi. 

71. Indian Standards Institution, New Delhi, 

72, Industrial Finance Corporation of India, New Delhi. 

73. Integral Coach Factory, Madras, 

7U, Institute of Economc Growth, Ifew Delhi, 

Technique 

75 • Instrument/Laboratory, Hyderabad, 

76, Dr, KJ>, Keranth Fco-na,Chemical Industry, Sanatnagar, 

77* Libvsrty Industries, Sanatgagar, 
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78. Ifec M?-i)6(jr') Lbd sj i/r jajavrada 

79. Nabional (ionporatcb-.^ Unicn of India, New Delhi 

80. National Cooperative Developmenb Corpox-ation, New Delhi 
81,. Natioml Counoil of Applied Economic Research, New Delhi 

82. National Industrial Developirenb Corporation, New Delhi 

83. Neetha Induo-^r in a, K-, dcrabad 

8lii Oxigen Equipment & Engineering Compaiyj Sanatnagar 
8^. Paclaging Corporation, Sanatnagar 

86. Ra.d5,o lurtrU'ue'i'.'-r An.rocratea, Hyderabad 

87. Switchg-^iar Nrnufectur'o Co,, Sanatnagar • 

88. U Foam (p) Ltd-, Pa rat no ga.*.' 

89. Ubili.ly Hrd'al .Lu-'k.r, Sanatn2:.gar 

90 . Wiporo India, Sn.mrl.r,-!riat‘ 

Governme nt Der'|rt'*:. .itt-o 

91 . Chief Cor urollor cf Impcrti; & Exports. .Office of the. New Delhi 

92. Commi-ssiomr (Industrial Cooperatives), Ministry of ID & C/i, 

®.nv Delhi »• Cf-'ic'.':: . f tl'^^ 

93. Deparbme d of Dei. -.nee Prod notion, Ministry of Defence,New Delhi 

9it. Develqpmond Co?T!miK3ic.''ar (Small Sca.le Industries) - Office of the 
Nbw Darn;. - 

95. Direoberate Cc^noral cf Supplies anjd Disposals, New Delhi 

96 . D;lrectorato Goreral. cf Tochnical Development, New Delhi 

97. Econcmic Aivirr- .. Office of the, Ministry of ID &CA,New Delhi 

98 . Iron & St.'iel Iro; rjllrr - Office of the, Calcutta 

99 . Minlc-u.^ ' f Indir:trial I'-roIopmcnt & Company Affairs,New Delhi 

100, National ■'L.n.vluatri'c'v Cco'poration, New Delhi 

101, Planulr^; Comm do "iorp Hew Delhi 

102, Railway Board, New Delhi 

103 , Regional Ecid/r? - .Nquipraenb Advisory Committees, New Delhi, 
Calcutta . Madras and Bombay 
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10U« Reserve Banlc of India, Bombay 

Small Industries EsjtGnsion Training Institute, Hyderabad 

106, State Bank of India, Bombay 

107, State Directorates of Industries 

108, State Financial Corporations 

109* State Sfexall Industries Corporations 
110, State Slectricity Boards 







